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Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/761116487133 
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Canada Post Corporation / Société canadienne des postes 


Corporate Profile 


Canada Post Corporation is a major Canadian distribution company meeting the 
communications, advertising and physical distribution needs of Canadian and 


‘international consumers, businesses and other organizations. 


The Corporation serves over 27 million Canadians coast to coast, 800,000 busi- 
nesses, 80,000 public institutions, numerous international customers, as well as 
‘more than 200 postal administrations around the globe. There are more than 
800, 000 points of entry into the postal system, and cons 19,000 retail locations 
across the country, over 75 per cent of which are : operated by private businesses. 


In collecting and processing more than 10 billion messages and parcels annually 


for delivery to almost 12 million addresses i in Canada, the Corporation employs 


over 55,000 full- and part- -time employees, has a network of 23 major mail 
processing plants, operates a fleet of 5, 200 vehicles and contracts the services 
: of more ‘than 6, 100 surface and air transportation suppliers. The Corporation 
' : consistently achieves a Lettermail on- -time delivery performance rate of 

ue 97 99 per cent, ‘as s measured by: independent ee 


mY Internationally, the Corporation has business interests and membership in 


“organizations to promote the. development of iieraaboral products, raise the 
oi standards of service and meet t the needs of its own customers for reliable, 


: cost: effective a d timely s services. 


‘Canada Post Corporation c continues to offer and provide services, and communi- 


0 cate to its customers and employees, in the official language of uae choice. 


Canada Post Corporation. Dedicated to customer service. 


: Coie Photos 


« Fasek The sales ee — optimizing our 
i commitment to customer satisfaction. 


. Background: High performance letter 
processing technology — “an investment in 
service for our pulstodtels. 


This product contains 
50% recycled material, including 


10% Post: consumer material 
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Five-Year Review 


Canada Post Corporation processed 
10,410 million pieces of mail in 1992/93, 
an increase of 452 million pieces over 


the previous year. 


Revenue from postal operations reached 
$3,909 million in 1992/93, an increase of 
$105 million over 1991/92. 


Consolidated net income for 1992/93 
was $26 million. 


Millions of dollars 
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(88/89 — Income from operations after amortization of 
extraordinary restructuring costs) 
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1992/93 was another year of change 
and advancement at Canada Post 
Corporation. It was a particularly 
challenging year and we recognize and 
thank our employees for their efforts 


which contributed to our progress. 


Volumes and productivity increased 
again and we are pleased to report a 
return to profitability. Our net income 
aggregated $26 million, a significant 


recovery from 1991/92. 


We reaffirmed the strategic direction 
and market orientation of our 
Corporation. As one of the largest 
distribution companies in Canada, we 
aggressively serve the communications, 
advertising and physical distribution 
needs of Canadian and international 
consumers, businesses and other 
organizations by offering a wide 


spectrum of products and services. 


We continued to invest in our future. 
During 1992/93, we acquired additional 
equipment to increase processing 
capacity and efficiency. Constant 
renewal of our processing infra- 
structure has contributed to annual 
improvements and will continue to 

be a cornerstone of our progress in the 
future. We also made investments in 
electronic information products and 
services for the next generation of 
technological advances. As traditional 
hard copy mail products experience 
slower growth, we are preparing to 


meet the new needs of customers 


Inset: Donald H. Lander, Chairman and Chief 
Executive Officer (left) and Georges C. Clermont, 
President and Chief Operating Officer (right). 


Background: The new headquarters of Canada Post 


Corporation near completion. 


through Volume Electronic Mail, OMNIPOST 
service and National Change of Address. 
The advantages of advertising mail, 
particularly with enhanced targeting 
now achievable through our advanced 
technology, continue to attract new 
customers. Track and Trace techno- 
logy and improved handling tech- 
niques are supporting growth in the 
small package business, the other 
growth area of both today and tomor- 
row. The retail network, the core of 


our business, grew by two per cent. 


Our service performance results 
confirmed another year of progress. 
Ernst & Young independently moni- 
tored our performance achievement 
by inducting into the mail stream over 
50,000 pieces of mail per quarter. 
During 1992/93, we averaged 98 per 


cent achievement of standard. 


The all-important indicator of out- 
performing our standard by one 
business day was consistently around 


90 per cent throughout the year. 


Internationally, we participated, as 
one of the founding shareholders, in 
the launch of GD Express Worldwide, 
a global courier service. As part of 

a worldwide network, we can now 
commit to competitive delivery 
standards and monitor shipments 


around the world. 


Sst Ge 


Donald H. Lander 
Chairman and Chief Executive Officer 


There was a major organizational 
change made during the year. 

Georges Clermont was appointed 
President and Chief Operating Officer, 
coincident with the appointment of 
Donald Lander as Chairman of the 
Board of Directors and Chief Executive 
Officer. This change will facilitate 

a smooth transition to the next genera- 
tion of management and allow the 
company to build upon the corporate 


strengths of recent years. 


Another major structural initiative 
has been the pursuit of an Employee 
Share Savings Plan. Legislation was 
passed to enable CPC to sell up to 


10 per cent of its shares to employees. 


We regret to announce the untimely 
death of Roger Beaulieu, who had 


served as Chairman since April 1991. 


We want to recognize the contributions 
of Anne Chippendale and Daniel J. 
Scanlan, who retired from the Board 


after distinguished service of six years. 


Although we are genuinely pleased 
with the 1992/93 results, we have put 
the year behind us and are looking 
forward to the future. The short term 
outlook confirms that the demands 
upon us will be high; we look forward 


to the challenge! 


Noe 


Georges C. Clermont, Q.C. 
President and Chief Operating Officer 


Canada Post Corporation is a major 
force in the communications market, 
facilitating the movement of informa- 
tion from one party to another, in 
either physical form or electronically. 
During the 1992/93 fiscal year, numer- 
ous initiatives enhanced product and 
service offerings in this area and ulti- 
mately provided better service to the 


Corporation's customers. 


44 Facilitating the 
movement of information 
in either physical form 


or electronically. 


Lettermail 


Lettermail is the flagship of the 
Corporation's business. Customers 
of all type recognize that Lettermail 
provides excellent value for money 
when sending messages in paper 
form or when paying bills. The 
Ernst & Young survey results stand 


as proof of this product's reliability. 


Inset: Using video “snapshots” of addresses, 
operators ensure Lettermail conforms to standard 


for high-speed processing. 


Background: Letter-sorting equipment is key to mail 
processing efficiency. 


Pieces per hour paid 


Performance measurement reports 
show that the on-time delivery 270 285 302 
performance for properly prepared 
Lettermail was 97-99 per cent in fiscal 
1992/93. Lettermail volumes declined 
from prior year levels reflecting slow 
economic conditions, but initiatives 
to strengthen this business were intro- 
duced. For example, the Corporation 
is now offering an “Encode” incen- 
tive rate that creates cost savings 


for large volume mailers who put 


88/89 89/90 90/9! 


special bar codes on their mail to 
make automated sorting easier. 
The Special Letter, one item of our 
Special Delivery product line, remains 
a favorite with many businesses as 
an economical, time-sensitive option. 
In 1992/93, the number of large 

47.5 48.3 49.9 


customers using customized 


Special Letter envelopes increased. 


A new automated customer inquiry 
service for commercial mailers has 
been introduced. The 1-800 toll-free 
service gives mailers easy access 

to timely delivery information for 


an unlimited number of Trace 


products, through a computerized 


voice response system. 89/90 


320 


334 


91/92 92/93 


52.1 


Points of delivery per hour paid 


53-7 


90/91 91/92 92/93 


To ensure prompt and efficient mail 
delivery, the Corporation introduced 
the Address Accuracy program which 
helps mailers upgrade and properly 


format their mailing lists. 


Other Lettermail initiatives included 
the creation of a postal box clearing 
and forwarding service for large 
volume mailers and the addition of 


bar codes to Business Reply Mail. 


Hybrid Mail Products 


Communication in paper form is easily 
used and understood by both sender 
and receiver, although most large 
organizations today use electronic 
communication extensively. But 
changing with the times to electronic 
communication means users must 
re-engineer their internal operations. 
Canada Post Corporation is well 
positioned in both worlds and, through 
its hybrid mail operations, offers an 
important electronic migration path 


for its customers. 


Bar code technology allows CPC to track and trace mail throughout 
the network. 


The Corporation's hybrid messaging 
services include Lettermail Plus and 
Admail Plus. Both services allow users 
to electronically transmit information 
to one of our Volume Electronic Mail 
centres located across the country, 
where it is printed and delivered by 


regular mail. 


Lettermail Plus is used by large volume 
mailers for sending notices and bills. 
Lettermail Plus volumes were up 34.2 per 
cent, as many mailers contracted 


out their mail production. 


International Mail 


In 1992/93, initiatives were also intro- 


duced in the area of International Mail. 


Some outbound mail business lost to 
cross-border mailers over time has 
been regained in many market seg- 
ments — government, finance, edu- 
cation and others. This progress is due 
to a range of innovative offerings and 
responsive features such as mail pick- 
up on demand, priority mail process- 
ing, simplified mail preparation, 
undeliverable mail return, 24-hour 


processing, and competitive prices. 


The physical distribution market 
includes a variety of small package 
distribution services — areas 

where Canada Post Corporation is 
highly active. In fiscal year 1992/93, 
the Corporation implemented several 


programs to enhance its service. 


uM Processing more than 


10 billion messages and 


parcels annually for delivery 


The drive to provide on-time delivery of Priority Courier is a round-the-clock endeavor, calling for precise coor- 
dination with Canada's transportation sector. 


in Canada and around 


the globe. “4 


Another development in the courier 
area was the inauguration of the 


GD Express Worldwide service. 


Courier Services Canada Post Corporation went oper- 
Competition is high in the courier ational with the service in 1992/93, 
business. But Priority Courier per- ensuring customers of reliable, 
formed well in 1992/93, averaging time-certain delivery worldwide. 


99.5 per cent on-time delivery, and 


increasing volumes by 2.3 per cent. 


Priority Courier's customer service 


LAURA SECORD LEGENDARY C4TKID 
MEROTNT LECENDAERE 


centres and sales representatives 
worked with business customers to 
reduce their shipping costs and 
ensure top service. Priority Courier 
enhanced its customer service by 
introducing a single, national 


1-800 telephone number. 


rt of the Folklore se 


Parcels 
Volumes in the parcel business 
increased by 3.5 per cent, as 
the Corporation continues to 
make its products and services 


ever more convenient and price- 


compeuliy e 


/ 
'T A network of 


23 major plants, 
J] 


a fleet of 5,200 vebicles, 


i 


ana air transportation 


The physical handling of parcels is co-ordinated for maximum processing efficiency. 


Initiatives that benefit both the parcel 
business and Priority Courier included 
shipping systems that have been 
offered to large volume mailers to 
facilitate parcel preparation and 


streamline paperwork. 


A computer connection to allow 
customers to access Track and Trace 


data electronically is in development. 


The Expedited Parcel service, which pro- 
vides fast delivery at a lower cost than 
Priority Courier, experienced an increase 


in volumes. 


The Canadian advertising market 
includes both direct mail marketing 
and publications. Canada Post 
Corporation is active as a distributor 
in both of these areas. Here, 

as elsewhere in the Corporation's 
activities, new technologies and 
procedures have been used to 


improve customer service. 


Addressed Admail 


Addressed Admail is a cost-effective way 
to reach 100 per cent ofa target mar- 
ket, and Admail representatives work 
closely with members of the Canadian 
Direct Marketing Association to pro- 


mote this advertising vehicle. 


Haneany 
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A newly opened CONNEXIONS resource centre provides one-stop-shopping for mail advertisers 


Admail representatives located coast to 
coast to provide assistance to mailers 
are accessible through a convenient 
1-800 number. Addressed Admail 
volumes increased by 6.2 per cent, 
despite the lingering recession. With 
the lowering of minimum volume 
requirements in 1992/93, changes to 
rate structures and mail specifications, 
and the introduction of a new, limited- 
distribution product for local delivery, 
Addressed Admail now appeals to a 


broader range of customers. 


Canada Post Corporation unveiled 
CONNEXIONS this year — a direct 
marketing resource centre in 
Winnipeg. Through this centre, 
and others that are planned, the 
Corporation offers a one-stop- 
shopping venue for direct market- 
ing services aimed at the whole 
North American market. Also 
introduced was a guide for direct 


marketers, listing local direct 


marketing suppliers. 


Unaddressed Admail 
The value of Unaddressed Admail 


1s a cost-effective way to attain total 


idvertisers. They know that, through 


this medium, they can choose from 
delivery to apartments and houses 
the single route level, to full local, 
regional, or national distribution 
Volumes increased by 11.6 per cent 
Admail induction centres across the 
yuntry allow the Corporation to 
better control the receipt, verifica- 


tion and distribution of economy 


naadressea Admail tor our customers 


eee = 

New initiatives such as a Delivery 

a 1 ft a ir 

Control Form system enhance every 
a a - 

aspect of tne service 


j 1 Di 1 - ~ bE 
Admail Plus volumes increased by 
| per cent, an indication that 
1dvertisers continue to recognize 


1e value of this product. 
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Fax 
-age is well recognized by 


To better serve direct mail advertisers, Canada Post Corporation maintains an extensive in-depth demographic 


database by postal code 


With Admail Plus, customers provide 
the content for a direct mail letter, 

a response form, and a mailing list 

in electronic form to CPC. The 
Corporation develops a format for the 
customer's approval, sorts the mailing 
list into postal code sequence and 
electronically transmits the material 
to one or more of the seven produc- 
tion sites across Canada nearest the 


addresses. We prepare it for mailing 


and deposit it in the local/regional 
mail stream. It is fast, cost-effective 


and convenient. 


Publications Mail 


The Canadian publishing industry 
continued to face challenges related 
to the economy and ongoing changes 
to the Publications Distribution 
Assistance Program. As a result, 
Publications Mail volumes declined 

by 5.3 per cent. The Corporation 

is working with the industry to mini- 
mize the impact of these changes 
and to offer attractive solutions such 
as postage discounts based on mail 


preparation. 


In a variety of ways, Canada Post 
Corporation strives to make its 
products and services more accessible 
to customers and to expand them 
through the introduction of new 


technology. 


! Our independently 
monitored domestic service 


results confirmed another 


year of progress. a 


Sales 


To address the needs of major 
commercial customers, Canada Post 
Corporation has Commercial Sales 
and National Accounts teams that 
advise and assist large volume mailers. 
In 1992/93, they were made more 
efficient through automation. Using 
lap-top computers, sales representatives 
can now collect up-to-date customer 
data that is centrally maintained to 
improve service. Similarly, a Strategic 
Accounts Management approach to 
servicing customers was implemented 
and has proved effective. These efforts 


and others allow the Corporation to 


meet urgent customer demands, such 


as Elections Canada’s need to distribute 


information nationwide in connection 


with Referendum '92. 


As in previous years, the Corporation 
continued to change its retail network. 
Demographics and customer shopping 
patterns are changing, and so are we. 
In both urban and rural Canada, the 
Corporation relies more on local busi- 
ness with proven retailing expertise 

to provide the full range of postal 
products and services. Customers 
benefit from increased access, as these 
outlets are well located and offer 
extended service hours — in the 
evenings and on weekends. Indepen- 
dent customer satisfaction surveys 
show that customers in both rural and 
urban areas are satisfied with service 


received from retail postal outlets. 


More than 350 franchised retail postal 
outlets were opened in 1992/93, 
making Canada Post Corporation 

the largest franchise organization 


in Canada. 


Percentage of properly prepared letters mailed in and 
delivered to the same major urban centre within two 
business days. 


98 98 97 98 


24 


Percentage of properly prepared letters mailed between major 
urban centres in the same province and delivered within 
three business days 


99 99 97 98 


Percentage of properly prepared letters mailed between major 
urban centres in different provinces and delivered within four 
business days. 


99 99 98 98 


| 


Lap-top computers give sales representatives instant on-the-road access to the Corporation's data. 


The Corporation now has a network 
of more than 2,200 franchised retail 
postal outlets, including almost 
1,000 outlets in larger centres, most 
of them equipped with automated 
point-of-sale technology. This tech- 
nology provides a platform for the 
future, helping in data capture and 
allowing the Corporation to more 
effectively introduce new products 


and services 
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The Corporation's commitment to 
retail postal outlet operators was illus- 
trated by the strengthening of the 
National Franchise Advisory Council, 
and the improvement of the telephone 
helpline that allows us to better handle 
questions from franchisees and their 
employees. The Corporation contin- 
ues to review its retail network on an 
ongoing basis, thereby remaining 
responsive to customer needs and the 
changing requirements of a competi- 


tive market. 


The Corporation's Commercial 
Dealer operation expanded, with 

31 outlets open by end of fiscal year. 
These dealerships are an initiative 

to better serve small and medium 
commercial customers. Dealers are 
non-competitive firms, such as local 
same-day-delivery courier companies, 
that combine selected Canada Post 
Corporation products with responsive, 


at-your-door service. 


Customer Service 


To respond promptly and accurately 
to customer inquiries, an effective cus- 
tomer service network is in place. This 
network includes nine customer ser- 
vice offices across Canada, a telephone 
centre, a Corporate Correspondence 
Service and the Trace Mail automated 
response system, accessible from 


anywhere in Canada. 


This group now handles telephone 
inquiries coming into the nine Priority 


Courier Service Centres as well. 


Canada Post Systems 
Management Limited 


A wholly-owned subsidiary of Canada 
Post Corporation, Canada Post Sys- 
tems Management Limited (CPSML) 
markets Canada Post systems and tech- 
nology around the world. The firm 
also enters into marketing and teaming 
alliances with other technology com- 
panies to further its global reach. In 
1992/93, CPSML signed eight more 
marketing/teaming agreements, and 


won 18 international contracts. 


Since its creation in June 1990, the 
firm has been awarded over $10 mil- 
lion in contracts. In New Zealand, 
CPSML successfully completed a 
second project to design, develop 

and implement a new Network 
Management System for tracking the 
movement of mail containers through- 
out their national network. However, 
not all CPSML efforts are internation- 
al. The company also provides a 
domestic service called Mail Centre 
Consulting Services, reviewing and 
assessing the internal mail operations 
of government and business customers 
and recommending changes to 
improve their efficiency and reduce 


costs. 


Stamps 


In 1992/93, 52 commemorative and 
14 definitive stamps were issued, all 
celebrating some aspect of Canadian 
culture, science, history or geography. 


This year's highlight was undoubtedly 


the issuing of the first hologram stamp 
in North America — a celebration 

of space exploration and Canadian 
achievement in this field. In connec- 
tion with this stamp issue, a framed 
pane of hologram stamps, as well as 

a “postal cancellation” that flew with 
Dr. Roberta Bondar on her space 
mission, were presented by astronaut 
Bob Thirsk to the National Museum 
of Science and Technology in Ottawa. 
Holograms used on the stamps accom- 
panied astronaut Steve MacLean on 


his October 1992 shuttle mission. 


In October, Stamp Month activities, 
such as a special postal cancellation, 
the distribution of Space souvenir 
cards, the presentation of several 
giant postcards to astronaut MacLean, 
a national contest and other efforts, 
drew attention to the merits of 


Canadian stamp collecting. 


Stamp promotions in concert with 
corporate sponsors are part of the 
Corporation's efforts to promote 
stamps. The Olympic Mailbag 
program sponsored by Kraft General 
Foods Canada Inc. is a prime example. 
It involved a national stamp-based con- 
sumer promotion, and for the first 


time, paid stamp pack advertising. 


Other activities included: the Roland 
Michener Canada Games Award 
Medal fashioned after the Roland 
Michener stamp; a national point-of- 
sale promotion featuring specially 
designed Laura Secord stamp note 
card gift sets; and a national awareness 
program for the Mining Association 
of Canada, based on the Minerals 
stamp issue. Aggressive marketing 

of stamps and stamp products resulted 
in the National Philatelic Centre 


recording its highest-ever mail order 


sales in December 1992. 


“he Canada 4 fate apatiate 
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We continued to streamline and 
improve the collection, processing and 
delivery systems to handle volumes 


reliably and at a reasonable cost. 


The implementation of Multi-line 
Optical Character Readers (MLOCRs) 
in our mechanized plants is over 80 per 
cent completed, and retrofitting of the 
earlier equipment is expected to be 
completed by summer 1993. These 
machines have the capability to read 
and match civic addresses and postal 
codes at the rate of 32,500 pieces of 
mail per hour with great accuracy. 
The next phase in the Corporation's 
Processing Automation Program will 
be the further introduction of the 
Video Encoding System. With this 
system, video images of addresses that 
cannot be read by the MLOCR are 

In the area of transportation, there 
captured by a computer for recall ona 

have been notable initiatives that 
video screen. An operator determines 

include the introduction of air con- 
the proper code and the mail is then 


re-processed by the MLOCR. Local 
Area Networks interconnect MLOCRs 


tainers to replace smaller airtainers 
for air transport. These specially 


designed containers fit perfectly 
within a plant and the Corporation's ; 

into the aircraft's fuselage, are easily 
telecommunications network. 

handled, and reduce the chance of 


mail being misplaced. The Cor- 
The Address Accuracy program and 
poration also introduced a secure 
the new addressing standards are 
container designed to offer additional 
efforts to improve the quality of mail- 
security for cheques and other 
ing lists, helping mailers take advan- 
sensitive documents. 
tage of lower rates by reducing both 


the amount of undeliverable mail and 
In 1992/93, under the Perform 
mail that must be sorted manually. 
program, a Computer-Aided Trans- 


portation System project was piloted 


Inset: Most of our major surface contractors’ vebicles 
can be tracked by satellite. 


Background: Satellite technology is an essential 
component of mail operations. 


An ongoing maintenance schedule keeps equipment at peak operating efficiency. 


at the Ottawa Priority Courier operation 
to evaluate the benefits of a computer- 
ized despatch system — booking 
requests from customers, organizing 
and allocating work, and relaying 
digital information to trucks. Also, 
community mail boxes were upgraded 
to address the problems of frozen 
locks. The task of delivering quality 


service is continuous. 
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Lignin ene 


The successful conclusion of collective 
agreements in 1992/93 permits 

the Corporation and its employees 

to focus on common objectives. 
Employees are an essential element 

in the Corporation's ability to provide 
products and services that are reliable, 
effective and accessible. And to 
recognize and reward that contribu- 
tion, numerous employee programs 


were supported. 


These programs and initiatives includ- 
ed recognition of 155 employees 

with Silver Postmark awards. Silver 
Postmark winners are honored at the 
divisional level for their contribution 
to the Corporation and dedication to 
customer service. Thirty-one of those 
winners went on to national recogni- 


tion with Golden Postmark awards. 


Many employees received sponsor- 
ships in recognition of their achieve- 
ments and to pursue their endeavors 
in sports, the arts, cultural or com- 


munity activities. 


In 1992/93, new or renewed scholar- 
ships were awarded to 86 children 
of employees. Each year, 30 new 
scholarships of $2,000 are given 

to those young people who have 
shown academic achievement, 
leadership qualities and are entering 


a Canadian university. 


Inset: Frosie Fernandez — Rideau Division 
Golden Postmark award winner, Civic category. 


When families lost everything in a fire, Frosie rallied the 


media and volunteers for a furniture and clothing drive. 


Background: Joe Fruman, Letter Carrier — Huron 


Division. Canada Post Games winner, Letter Sortation 


category. On-the-job training and “after hours” 


practice paid off with top honors for Joe in his category. 


A group of five from a total of eighty-six children of employees who have been awarded scholarships this fiscal 
year. From left to right: Frédéric Larue, Eric Beauregard, Julie Leclair, Frédéric Leblond and Patrice de Peiza. 


During the fiscal year, we also launched 
the Vocational Rehabilitation program 
that provides meaningful work appro- 
priate to the abilities of permanently, 


partially-disabled employees. 


Initiatives to promote health and safety 
in the workplace were actively pursued. 
Awards for accident prevention were 
presented to Operations as a result 

of lost time accidents decreasing by 
eight per cent from the previous year. 
In March 1993, St. John Ambulance 
commended the Corporation for our 


first aid programs and initiatives. 


During the fiscal year, a joint union/ 
management committee was formed 


to deal with child-care issues. 


An ongoing initiative of note is our 
Employment Equity Program, which 
sustains our quest to maximize the 
potential of all employees. Concrete 
measures to ensure that more members 
of designated groups were hired and 
promoted at all levels were in great 


evidence during the year. 


The CPC Games are highly popular, 
and in 1992/93 more than 4,000 

employees took part in work-related 
competitions such as forklift driving, 
encoding, letter-sorting and counter 
services. These competitions culmi- 
nated in national finals in Winnipeg 


in September 1992. 


Of course, many employee programs 
impact on the community and the 
nation as well. The Volunteer Income 
Tax Program, for example, was a 
1992/93 initiative whereby employees 
and members of the Heritage Club 
helped fellow employees and the 
community with preparation of basic 


income tax returns. 


The Corporation works to make the 
workplace a responsible and rewarding 
one. Our compensation and benefits 
packages, support programs, and 
ongoing training initiatives stand as 


examples of this commitment. 
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Canada Post Corporation sponsored 
and participated in many events coast 
to coast in support of Canadian arts, 
culture, sports, and other expressions 


of our national character in 1992/93. 


4 Through its involvement, 
the Corporation works to 
contribute to the social fabric 


of the nation. ie 


The nature of our corporate involve- 
ment extended from the purchase 

of seats at sporting or cultural 

events to advertising support via 

our Event Media™ publications or 
on-site signage. Financial assistance 
was given to many Canada Post 
Corporation employees who offered 
their own time, effort and money 

in support of worthy causes in 


their communities. 


In addition, Canada Post Corporation 
provided financial and in-kind contri- 


butions through such vehicles as the 


Inset: Canada Post Corporation provides assistance 
and support for organizations dedicated to literacy. 


Background: Event Media™ publications and 
corporate sponsorships help to promote community 
events and organizations locally and across Canada. 


Flight for Freedom Awards for literacy, 
our official sponsorship of the 1992 
Summer Olympic Games, sponsorship 
of the Business in the Arts Awards, 
support for the Heritage Post, which 

is sent to schools, and the National 


Letter-writing Competition. 


In a different way, Canada Post 
Corporation contributes to the value 
of Canadian life through its environ- 
mental efforts. The Corporation's 
Environmental Affairs group, estab- 
lished in 1990, has achieved substantial 
measurable results: internal paper 
consumption is down 30 per cent since 
fiscal 1989/90, corporate publications 
now use recycled paper and vegetable- 
based inks; and, a massive fuel reduc- 
tion program for corporate vehicles 
has resulted in a six-month savings of 
one million litres. Stamp packs have 
been re-designed and now use less 
paper, old street letter boxes have been 


given to other organizations for re-use, 


and alternate ways for disposing of 
waste materials have been identified — 
in Winnipeg, for example, worn con- 
veyor belts are used as matting in 
hockey arenas. In all, hundreds of 
energy-saving projects have been 


implemented. 


Externally, the Corporation is making 
a contribution as well. CPC is work- 
ing with a broad cross-section of 
representatives of the print advertising 
industry to properly address the envi- 
ronmental concerns surrounding direct 
marketing activities. The Corporation 
remains committed to addressing 
public interest issues as part of the 


evolution of print advertising. 


Through its involvement, the 
Corporation works to contribute 

to the social fabric of the nation and 
to represent its products and services 


in a positive light. 
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Head Office 


@ 720 HERON RD 
OTTAWA ON KIA OB1 
(613) 734-8440 


Western 

% Pacific Division 

1010 HOWE ST 
VANCOUVER BC V6B 4Z3 
(604) 662-1375 

Michael Gormick 


Divisional General Manager 


% Foothills Division 


10020-101 A AVE 
EDMONTON AB T5J 4J4 
(403) 944-3141 

Andrew Varjas 

Divisional General Manager 


® Mid-West Division 
266 GRAHAM AVE 
WINNIPEG MB R3C OK1 
(204) 987-5432 

Madeleine E. Wood 


Divisional General Manager 


Inset: The nine divisional control centres across 
Canada and the National Control Centre in Ottawa 
are in close contact 24 hours a day, 7 days a week. 


Background: An instantaneous pinpointing of any 
operational problem throughout the network will 
appear on the Integrated Communications Network 
screens in Ottawa. 


Central 


® Huron Division 

955 HIGHBURY AVE 
LONDON ON N5Y 1A3 
(519) 457-5387 

Dale Fairbrother 


Divisional General Manager 


© York Division 


1 DUNDAS ST W SUITE 700 
TORONTO ON M5G 2L5 


(416) 204-4531 
Gerry P. Roy 


Divisional General Manager 


% Rideau Division 

2733 LANCASTER RD 
OTTAWA ON K1A 0C1 
(613) 734-2402 

Jean Bénard 

Divisional General Manager 


Northern 


UY Northern Services Division 
720 HERON RD 

OTTAWA ON KIA OB1 
(613) 734-7143 
Marc L'Anglais 
Corporate Manager 


® Montreal Division 

FAD PERL ST 

MONTREAL QC H3C 4L7 
(514) 345-4412 

André Villeneuve 

Divisional General Manager 


® Quebec Division 

475 BOUL DE L'‘ATRIUM 
CHARLESBOURG QC G1H 7K1 
(418) 624-6401 

Rochelle Duhaime 

Divisional General Manager 


Atlantic Division 

1969 UPPER WATER ST 
PURDY'S WHARF TOWER 2 
HALIFAX NS B3J 2B1 

(902) 494-4330 

Steve Cameron 

Divisional General Manager 


2/ 


# ae Donald H. Lander 

(Ottawa, Ontario) 

Chairman and Chief Executive Officer 
Canada Post Corporation 


= Georges C. Clermont, Q.C. 
(Ottawa, Ontario) 

President and Chief Operating Officer 
Canada Post Corporation 


a 4 @ Micheline Bouchard 
(Saint-Bruno, Quebec) 
Vice-President, Marketing 
DMR Group Inc. 


e Peter A.G. Cameron 
(Toronto, Ontario) 


Chairman 


The Garfield Group 


mwa A. Ernest Downs 

(Swift Current, Saskatchewan) 
Chartered Accountant 
Burroughs, Weber & Partners 


Donald H. Lander 
Chairman and Chief Executive Officer 


Georges C. Clermont, Q.C. 
President and Chief Operating Officer 


William T. Kennedy 
Group Vice-President 


Léo Blanchette 
Vice-President 
Mail Operations 


lan A. Bourne 
Vice-President and 
Chief Financial Officer 


Paul Courtemanche 
Vice-President 
Marketing and Commercial Sales 
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a Larry Grossman, Q.C. 
(Toronto, Ontario) 
Macaulay, Chusid & Friedman 
Barristers and Solicitors 


ma Kay M. LeMessurier 

(St. John’s, Newfoundland) 
Principal 

CompuCollege School of Business 


a Judith M. Romanchuk 
(Calgary, Alberta) 
Senior Vice-President 


BBN James Capel Inc. 


me Pierre Roy 

(Ile des Sceurs, Quebec) 

Partner 

Chartier, Moisan & Associates Inc. 


e Bud Smith, Q.C. 
(Kamloops, British Columbia) 
President 

Mejia Property Inc. 


Harold A. Dunstan 
Vice-President 


Human Resources and Administration 


Robert C. Johnson 
Vice-President 
Divisional Operations (Central) 


Henry J. Klassen 
Vice-President 
Planning 


Elisabeth C. Kriegler 
Vice-President 
Real Estate 


André Malo 
Vice-President 
Divisional Operations (Eastern) 


Peter T. MclInenly, Q.C. 


Vice-President and General Counsel 


mae lerryE. Yates, F.C.A. 
(Hamilton, Ontario) 

President 

Setay Holdings Ltd. 


m Member of the Executive Committee 
a Member of the Audit Committee 


@ Member of the Compensation 


Committee 


Don Swanson 
Vice-President 
Divisional Operations (Western) 


D. Kenneth Tucker 
Vice-President 
Information Technology & Messagz 


George F. Wilton 
President 
Canada Post Systems Management Ltd. 


N. Roger Gauthier 


Corporate Secretary 


C. Dereck L. Millar 


Corporate Treasurer 
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Our FEtnanicial 


Performance 


Overview 

Canada Post Corporation achieved a consolidated net income of $26 million in 1992/93 
compared with a consolidated net loss of $128 million in 1991/92. A revenue increase 
of 2.8 per cent to $3,909 million combined with 4 cost of postal operations reduction of 


2.0 per cent resulted in a $183 million turnaround in income from postal operations. 


The aggregate of other income and expense was a net expense of $56 million, versus 
$97 million last year. Although restructuring costs were lower, non-recurring gains and’ 


interest income were also lower. 


The Corporation used $40 million of cash versus $230 million last year. The change was 


primarily because of improved cash from operating activities. 


The consolidated net income of $26 million reflected the impact that reduced economic 
activity had on the original corporate plan of $71 million. The unfavorable revenue 
variance from plan of 3.7 per cent was partially offset by tight control of variable 

and discretionary costs. As well, net interest expense was favorable due to improved 


cash flow. 


Revenue from Postal Operations 


Revenue from operations increased by $105 million to $3,909 million, representing a 


growth of 2.8 per cent. Revenue increased in all three markets. 


Communications market revenue grew by $53 million (2.6 per cent).~The increase resulted 
from focused efforts on commercial contracts for large volume mailers. On the other hand, 


the small business and consumer segments demonstrated only marginal revenue growth. 


In the advertising market, aggressive marketing initiatives resulted in significant revenue 
growth in Admail, as more customers recognized its value. Addressed Admail revenue grew 
9.3 per cent, and continued Unaddressed Admail volume growth contributed to a 3.4 per 
cent increase in revenue. Publications Mail volumes were slightly below 1991/92 levels, 
and coupled with the reduced level of government support to the publication industry, 


resulted in 10.7 per cent less revenue. 


In the physical distribution market, small package revenues increased by 3.1 per cent, 
reflecting continuing restructuring of the market. Parcel distribution services purchased 
on a contract basis experienced consistent volume and revenue growth. There was less 


growth in the small business and consumer segment due to economic conditions. 2 


Growth in other revenues of $22 million reflected Corporate aMes to expand service 
offerings. Major new initiatives were introduced involving the international courier 
market as well as the collection of customs duty on behalf of the Canadian Government. 
Revenues also increased as a result of the aggressive promotion of various non-postal 


products throughout the Corporation's retail network. 


Our Financial Performance 


Cost of Postal Operations 


The cost of postal operations decreased by $78 million to $3,827 million. The Corporation re- 
turned to normal operations, in that 1991/92 had been distorted due to the work disruption. Mail 


processing and letter carrier efficiency improved by 4.4 per cent and 3.1 per cent respectively. 


Costs increased to support 221,000 additional points of delivery in 1992/93, the assumption 
of new business activities and the continuing transfer of some employee benefits to the user 


from various government institutions. 


Key management initiatives created operating efficiencies which minimized the growth in 
operating costs and reduced unit costs. Consolidation of mail processing activities into major 
mechanized facilities resulted in significant cost savings to the Corporation and contributed 
to the overall improvement in service performance. In addition, costs associated with the 
retail network declined as the Corporation changed the mix of retail outlets to improve effi- 
ciency and increase access to products and services. More effective property management and 


the introduction of cost reduction initiatives contributed to a decrease in occupancy costs. 


Other Income and Expense 


Other income aggregated $11 million. The Corporation disposed of properties arising 
out of the continuing rationalization of its processing and retail network. There were no — 
major gains in 1992/93, whereas there had been in 1991/92. Interest income of $7 million 
reflected the effective use of corporate cash reserves against a plan which originally anti- 


cipated a short-term borrowing position throughout most of the year. 


Other expenses were reduced by $27 million as restructuring activities associated with 


systems infrastructure and realignment of resources continued to wind down. 


Capital Investment 


Capital expenditures increased by $85 million to $180 million, reflecting management's commit- 
ment to continue to invest in improved productivity and new products and services. Acquisitions 
included mail processing equipment, additional street furniture, computer equipment as well as 


upgrades to improve existing processing, distribution and administrative facilities. 


Process rationalization and product initiatives resulted in the introduction of new equipment 
and necessitated improvements to both owned and leased facilities. New automated letter 
sorting equipment continued to be introduced to replace old equipment and improve the effi- 
ciency aH timeliness of the mail sorting process. Conveyors, video encoders and plant com- 
puters were acquired to support the major equipment purchases. Additional expenditures for 
microcomputers, workstations, as well as the mainframe, enabled the Corporation to upgrade 
the information technology network associated with continuing systems infrastructure devel- 
opment. A major expenditure was made to complete the standardization of the telephone 
Eepminunication network and additional expenditures for community mail boxes were neces- 


sary to service the continuing growth in points of delivery. 


Consolidated Statement of Income and Retained Earnings 


Year ended March 31 (in thousands of dollars) 1993 1992 


Revenue from postal operations $ 3,909,372 $ 3,804,527 
Cost of postal operations 3,827,499 3,905,343 
Income (loss) from postal operations 81,873 (100,816) 


Other income : | 4 
Gain on disposal of capital assets 4, 396 32 


Interest 6,92 36,005 


L325 68,232 


Other expense 


Restructuring costs (note 3) 54,023 81,293 a 

Interest (note 7) . 13,546 13,652 -3ae 
67,569 94,945 

Net income (loss) 25,627 (127,529) 


Retained earnings (accumulated deficit) 


Beginning of year ; (43,520) 89,746 
Dividend ; = (Spies) 
End of year WS eC 8 O35) $ (43,520) 


SS SL SSS SSS SSS a E 
The accompanying notes are an integral part of these financial statements. an 


Consolidated Statement of Changes in Financial Position 


Year ended March 31 (in thousands of dollars) 


1993 


1992 


_ Cash provided by (used for) 


Operating activities 


Net income (loss) $ 25.627 $ (127,529) 
Items not requiring (providing) cash 
Amortization of capital assets 163,117 160,170 
Gain on disposal of capital assets (4,396) (82.297) 
Accrued employee termination benefits 31,542 15/155 
Amortization of deferred development costs 15,020 11,936 
230,910 27,505 
Change in non-cash working capital (28,686) (39 308) 
Employee termination benefit payments (28 4:1) (24,912) 
174,112 (36,715) 
Dividend 2 (5,737) 
Investment activities 
Acquisition of capital assets (180,099) (95,350) 
Increase in long-term investments - (100,716) 
Proceeds on disposal of capital assets 14,535 37,864 
Increase in segregated cash and investments (34,904) (13,492) 
Deferred development costs (13,924) (15,423) 
(214,392) (187,117) 
Decrease in cash and short-term investments (40,280) (229,569) 
Cash and short-term investments at beginning of year 103,697 333,266 
Cash and short-term investments at end of year $ 63,417 $ 103,697 


The accompanying notes are an integral part of these financial statements. 


Consolidated Balance Sheet 


March 3] (in thousands of dollars) 1993 1992 
es 


ASSETS 
——_—————————— 0 


7 


Garret assets 


Cash and short-term investments $ 63,417 $ 103,697 
Accounts receivable | 164,382 131,010 
Prepaid expenses 62,903" 64,454 
290,727 7299, 161 
Segregated cash and investments (note 4) 170,145 : 135,241 
Long-term investments (note 5) 100,716 100,716 
Capital assets (note 6) 1,883,675 1,876,832 
Deferred development costs 48,869 49,965 | 
$ 2,494,132 $2,461,915. aan 


LIABILITIES AND EQUITY OF CANADA 


Current liabilities 


Accounts payable and accrued liabilities $ 292,014 $ 284,829 
Salaries and benefits 179,677 188,257 
- Deferred revenues 171,450 166,120 - 
Outstanding money orders 42,632 43,407 =a 
685,773 682,613 
Long-term debt (note 7) 135,000 135,000 
Employee termination benefits ) 336,080 332,650 


{ 


Equity of Canada : 
Contributed capital 1355172 1355, 


Retained earnings (accumulated deficit) (17,893) (43,520) 
1;337,279 1,311,652 
$ 2,494,132. $ 2,461,915 


The accompanying notes are an integral part of these financial statements. 
Approved by the Board: 


Chairman and Chief Executive Officer Chairman of the Audit Committee 


> 2 


a ‘ es ie eee 


Notes to Consolidated Financial Statements 
(March 31, 1993) 


1. Incorporation 


The Corporation was established by the Canada Post Corporation Act to operate a 

postal service on a self-sustaining financial basis while providing a standard of service 
that will meet the needs of the people of Canada. The Corporation is a Crown corpora- 
tion included in Part II of Schedule II] to the Financial Administration Act and is an 


agent of Her Majesty. The Corporation is exempt from income taxes. 


2. Significant accounting policies 


These consolidated financial statements have been prepared in accordance with generally 
accepted accounting principles. A summary of the significant accounting policies of the 


Corporation follows: 


(a) Consolidation 


The consolidated financial statements of the Corporation include the accounts of 


Canada Post Corporation and its wholly-owned subsidiaries, Canada Post Systems 


Management Limited and CINA Holdings B.V. 


(b) Capital assets and amortization 


~ Land, buildings and equipment transferred from the Government of Canada on incorpo- 


ration were recorded at their fair value at that date, determined as follows: 


e Land . ¢ market value based on existing use 
Buildings © amortized replacement cost 
Plant equipment, vehicles, sales © amortized replacement cost or original 
counter and office furniture and cost less estimated amortization 


equipment, and other equipment 


The market value of land and the amortized replacement cost of buildings transferred 


by the Government of Canada were determined by independent appraisals. 


- _ Acquisitions subsequent to incorporation are recorded at cost. 


ac 


The Corporation has an agreement with both the National Archives of Canada and the 
Canadian Museum of Civilization to operate, administer and maintain a Canadian Postal 
Archives and a National Postal Museum, respectively, containing philatelic material, 
postal artifacts, a postal library and exhibits that trace the history of the mail and other 
memorabilia. These collections, exhibits and books of undetermined value are not for 


resale and are recorded at a nominal cost. 


Amortization is provided on the straight-line basis over the estimated useful lives of the 


following assets: 


Buildings 30 and 40 years 
Plant equipment fe 4 to 30 years 
Vehicles (other than passenger and light-duty commercial) 6 to 10 years » 
Sales counter and office furniture and equipment 5 to 20 years 
Other equipment 5 to 15 years 


Amortization is provided on the diminishing balance basis at an annual rate of 


30 per cent for all passenger and light-duty commercial vehicles. 


(c) Deferred development costs 


Costs incurred in the development of new mail products and the retail postal network are 


deferred and amortized on the straight-line basis over the expected period of economic 


benefit. 


(d) Revenue recognition 


Amounts received for which services have not been rendered prior to the end of the year 


are deferred. 


(c) Employee termination benefits 


Employees are entitled to specified termination benefits, calculated at salary levels at the 
time of termination, as provided under collective agreements and conditions of employ- 
ment. The present value of the projected costs of termination benefits, as determined 
by actuarial valuation, is recorded in the accounts as a long-term liability. Such benefits 
accruing to employees, as well as gains and losses arising from actuarial valuation, are 


included in current operations. 


ee ee ee 


co 


—— (f) Pension plan 

Employees of the Corporation are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Under present legislation, contributions 
made by the Corporation to the Plan are limited to an amount equal to the employees’ 
contributions on account of current service. These contributions, which amounted 
to $102,976,000 (1992 — $89,448 000), represent the total pension obligations of 
the Corporation and are included in current operations. The Corporation is not 

e required under present legislation to make contributions with respect to actuarial 

deficiencies of the Public Service Superannuation Account and/or with respect to the 
Consolidated Revenue Fund for indexation payments under the Supplementary 


Retirement Benefits Act. 


3. Restructuring costs 
The Corporation is undertaking a multi-year program of significant initiatives to estab- 
lish a more efficient and effective postal system. Individual initiatives are approved on 
an ongoing basis. Costs include the development and implementation of management 


and operating systems as well as the realignment of resources. 


4. Segregated cash and investments 


The Corporation has segregated certain cash and investments, recorded at cost, 
for the purpose only of managing cash flows relating to the employee termination 


benefits liability. 


5. Long-term investments 


(in thousands of dollars) 1993 1992 
x ES a OE TL an Che OR I Ee SE 
- Mortgage receivable | ‘$ 63,900 $ 63,900 
Investment in G.D. Net B.V., at cost 32,388 32,388 
Other 4,428 4,428 
; $100,716 $100,716 
Mortgage receivable 


_ Areal estate sales agreement entitles the Corporation to recognize incremental income 
upon approval of specific zoning densities. The mortgage receivable is revalued annually 


to the net present value of future cash flows. 
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6. Capital assets 


(in thousands of dollars) 1993 1992 


Cost Accumulated 


amortization Net Net . 

Land men ES iCAOR eS! =~ $- Dil 'Z0" “Seed 5610 
Buildings 1,214,616 433,860 780,756 798,809 
Plant equipment 764,986 336,438 428,548 413,722 
Vehicles 90,206 67,762 22,444 32,868 
Sales counter and 

office furniture 

and equipment 375,247 S84 217,136 220,659 
Other equipment 310,401 86,781 223,620 195/165 
Collection of 

postal memorabilia hate! = 1 1 


$ 2,966,627 $1,082,952 $1,883,675 $1,876,832 


7. Long-term debt 


(a) Long-term loan — Government of Canada 
The 10 year $80 million loan from the Government of Canada becomes due 
and payable on April 27, 1998. Interest is payable semi-annually at the rate of 


9.705 per cent per annum. 


(b) Long-term bonds 


The $55 million of non-redeemable bonds mature in March 2016. Interest is payable 


semi-annually at the rate of 10.35 per cent per annum. 


Interest expense on long-term debt was $13,457,000 (1992 — $13,457,000). 


8. Contingent liabilities 


(a) Two complaints have been filed with the Canadian Human Rights Commission, 
alleging discrimination by the Corporation concerning work of equal value. The 
Commission has appointed a tribunal to consider one complaint and is in the process 
of investigating the second. The outcome of these complaints is not currently deter- 
minable. Settlement, if any, arising from resolution of these matters, will be recovered 
in future postal rates (as determined in accordance with the Canada Post Corporation 


Act) and/or from the Government of Canada. 


_(b) Employees are permitted to accumulate unused sick leave. However, such leave 


entitlements do not vest and.can be used only in the event of illness. The amount 
of accumulated sick leave entitlements which will become payable in future years 


cannot reasonably be determined. Payments of sick leave benefits are included in 


~ current operations. 


9. Commitments 


The Corporation's future minimum rental payments required under operating leases of 


facilities with terms in excess of one year, are as follows: 


(in thousands of dollars) 
A NS ET ESTE FE NT DVT OE NY IID 


1994 $ 76,957 
1995 63,525 
1996 56,573 
1997 36,202 
1998 ; 30,263 
1999 and thereafter 247,249 
$510,769 


10. Related-party transactions 


The Corporation had the following transactions with related parties in addition to those 


disclosed elsewhere in these consolidated financial statements. 


(a) Payments on bebalf of postal users ‘ 


Where Government policy requires the Corporation to provide services at rates less 


than costs to the publications industry, and for Government free mail, literature for the 
blind and Northern air stage services, the Government of Canada compensates the 


Corporation for foregone postage revenue from those sources. Revenues amounting to 


- $147,983,000 (1992 — $183 267,000) are included in revenue from postal operations. 


(b) Property management 


The Corporation has incurred net operating costs of $213,154,000 (1992 — $213,081,000) 
in respect of a property management arrangement with the Department of Public Works 
to manage substantially all the Corporation's real property. In addition, capital expendi- 


tures amounted to $8 619,000 (1992 — $3,865,000). 


~ 
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(c) Other 


The Corporation has other transactions with the Government of Canada, its agencies 
and other Crown corporations. These include the provision of postal services and the 


purchase of rail transportation. 


As a result of all of the above transactions, the amounts due from and to these parties are 


$23,401,000 (1992 — $20,617,000) and $111,900,000 (1992 — $126,563,000) respectively. 


114. Subsequent event 


- During May 1993, the legislation to amend the Canada Post Corporation Act to provide 


for the establishment of a share capital structure received royal assent. This Act will 


come into force on a day to be fixed by order of the Governor in Council. 


Under the new legislation, shares would be issued to the Government of Canada based 
on the net asset value of the Corporation at the date stipulated as deemed appropriate 
by the Board of Directors, with the approval of Treasury Board. The Corporation would 
be authorized to issue shares to its employees in accordance with a plan to be developed 
by the Board of Directors and established by by-law on the recommendation of the 
Minister, the Minister of Finance and Treasury Board, and following approval of the 
Governor in Council. Shares to be issued to the employees would be non-voting and 


not exceed 10 per cent of the issued and outstanding shares of the Corporation. 


Management’s Responsibility for Financial Information 


Management and the Board of Directors are responsible for the consolidated financial 
statements and all other information presented in this Annual Report in accordance with 
the Financial Administration Act and regulations. The consolidated financial statements 
have been prepared by management in accordance with generally accepted accounting 
principles and, where appropriate, include amounts based on management's best esti- 
mates and judgements. Financial information presented elsewhere in this Annual Report 


is consistent with that in the financial statements. 


Canada Post Corporation is dedicated to the highest standards of integrity in its business 
conduct as reflected in its key written policy statements. To safeguard Company assets, 
Canada Post Corporation has a sound and dynamic set of internal financial controls and 
_ procedures that balance benefits and costs. Management has developed and maintains 
financial and management controls, information systems and management practices to 
provide reasonable assurance of the reliability of financial information in accordance 
with the Financial Administration Act and regulations, as well as the Canada Post 
Corporation Act and by-laws of the Corporation. Internal audits are conducted to assess 
management systems and practices, and reports are issued to the Management Executive 


Committee and the Audit Committee of the Board. 


The Board of Directors ensures that management fulfils its responsibilities for financial 
information and internal control principally through the Audit Committee, which is 
composed of seven directors, six of whom are not employees of the Corporation. 

The Audit Committee meets quarterly to oversee the internal audit activities of the 
Corporation, and at least annually to review the consolidated financial statements and 
the external auditors’ report thereon and recommend them to the Board of Directors 


for approval. 


Each year, the Governor in Council appoints the Corporation's external auditors. 
The Auditor General of Canada and Ernst & Young were reappointed for the current 
fiscal year. They audit the consolidated financial statements and report to the Audit 


Committee as well as the Minister responsible for Canada Post Corporation. 


Chairman and Chief Executive Officer Vice-President and Chief Financial Officer 


May 5, 1993 


ow, 


Auditors’ Report 


To the Minister responsible for Canada Post Corporation: 


We have audited the consolidated balance sheet of Canada Post Corporation as at 
March 31, 1993 and the consolidated statements of income and retained earnings and 
changes in financial position for the year then ended (pages 26 to 34). These financial 


statements are the responsibility of the Corporation's management. Our responsibility 


is to express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable eosuranes 
whether the financial statements are free of material misstatement. An audit includes 
examining, ona test basis, evidence supporting the amounts and disclosures in the finan- 
cial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 


statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material. 
respects, the financial position of the Corporation as at March 31, 1993, and the results 
of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As required by the Financial 
Administration Act, we report that, in our opinion, these principles have been applied 


on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation and of its wholly-owned sub- 
sidiaries that have come to our notice during our audit of the consolidated financial state- 
ments have, in all significant respects, been in accordance with Part X of the Financial 

Administration Act and regulations, the Canada Post Corporation Act and the by-laws of 


the Corporation and its wholly-owned subsidiaries. 


Grnet + 


Ernst & Young L. Denis Desautels, FCA 
Chartered Accountants Auditor General of Canada 


Ottawa, Canada 
May 5, 1993. 
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Five-Year Review 


(in millions of dollars) , . 1992/93 1991/92 1990/91 1989/90 1988/89 


_ BALANCE SHEET 


OPERATIONS - 

Revenue from postal operations 3,909 3,804 3,739 3,580 3411 
‘Cost of postal operations ; 3,827 3,905 — 3,664 3,473 3,313 
Income (loss) from postal operations 82 (101) 75 107 98 
Per cent of revenue from postal operations 2.1% (2.7%) 2.0% 3.0% 2.9% 
Other income (expense) (56) (27) (61) 42 (2) 
Net income (loss)* 2 26 (128) 14 149 96 
Return on equity 1.9% _ 1.0% 10.5% 5.9% 


Assets 

Current 291 299 547 554 742 
Capital 1,884 1,877 1,947 1,828 1,650 
Other 319 286 168 126 342 
2,494 2,462 660 2,508 D734 

Liabilities and equity of Canada , 
Current vi 686 682 740 604 672 
Long-term debt 135 135 135 80 80 
__ Employee termination benefits 336 333 342 334 339 
Equity of Canada : 1,337 1312 1,445 1,490 1,643 
2,494 2,462 3662, ° 2,508 2,734 

CAPITAL ASSET ACQUISITIONS 

Land and buildings 38 12 76 59 60 
Operating equipment 104 61 156 111 66 
Office and other equipment 38 22 37 150 118 
180 95 269 320 244 


* Net income for 1988/89 is after amortization of extraordinary restructuring costs. 
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Five-Year Review 


1992/93 1991/92 1990/91 1989/90 1988/89 


OPERATING DIMENSIONS 


Revenue from postal operations by market segment (in millions of dollars)* | 
Communications market 2,130 2,077 DAS 2,087 1,980 


Advertising market 


Addressed 341 312 268 246 218 
Unaddressed 211 204 187 175 165 
Publications i 225 Ossi) 264 290. 295 
777 768 719 711 678 

Physical distribution market 694 673 620 547 496 
Other revenue 308 286 262 235 Ts 
Revenue from postal operations 3,909 3,804 3,739 3,580 3,411 
Per cent increase 2.8% 1.7% 4.4% 5.0% 8.7% 


Volume by market segment (in millions of pieces)* 


Communications market 4,486 4,498 4,656 4,629 4,503 
Advertising market : 
Addressed 1,286 - 1,210 1,168 1,103 1,017 
Unaddressed 3,967 3,556 3,101 2,640 2,048 
Publications 491 519 567 592 559 
5,744 5,285 4 836 4335 3 624 
Physical distribution market 180 1565) 6h 65 156 141 
Total volume 10,410 - 9,958 9,657 9,120 8,268 
Per cent increase 4.5% 3.1% 5.9% 10.3% DO Viet 
Employment-operations 
Millions of hours paid 118.4 121.6 127.8 130.9 (391 
Per cent decrease (2.6%) (4.9%) (2.4%) (0.9%) (0.1%) 
Employee strength (at year-end) 
Full-time '  AA,683 > 46,666 — 49.046 * 59 839 954 731 
Part-time 10731 9210574.) melo ae 9802 8945 
Total 55,414 57,240 59,160 62,641 63,676 
Per cent decrease (3.2%) (3.2%) (5.6%) (1.6%) (1.9%) 


OPERATING PERFORMANCE 


Efficiency indicators 


Pieces of mail processed per hour paid 334.2 320.1 301.6 285.0 270.2 
Per cent increase 4.4% 6.1% 5.8% 5.5% 8.0% 
Letter carrier points of delivery per hour paid 53.7 pees | 49.9 48 3 475 
Per cent increase 3.1% 4.4% 3.3% 1.7% 0.8% 
Work stoppages 

Thousands of hours lost Peek te heokevons) ( 2.8 25375 


ry : "7 
Comparative figures have been reclassified to conform with current year's presentation. 
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HEAD OFFICE 

Canada Post Place 

2701 RIVERSIDE DRIVE 
OTTAWA ON KIA OBI 


This product contains 
50% recycled material, including 


20% post-consumer material. 


Corporate 
Profile 


Canada Post Corporation is a major Crown corporation meeting the 
communications, advertising and physical distribution needs of Canadian 
and international consumers, businesses and other organizations. 

The Corporation serves over 28 million Canadians, 900,000 businesses 
and public institutions and numerous international customers, as well as 
more than 200 postal administrations around the world. There are more 
than 850,000 locations where customers can deposit their mail and over 
19,000 retail outlets, 75 per cent of which are operated by private business. 

In collecting and processing more than 10 billion messages and parcels 
annually for delivery to almost 12 million addresses in Canada, the 
Corporation employs over 54,000 full- and part-time employees, operates a 
network of 22 major mail processing plants and a fleet of approximately 
5,500 vehicles and engages the services of over 7,000 transportation 
contractors that provide surface, air and marine transportation services. The 
Corporation consistently achieves a Lettermail on-time delivery performance 
rate of 97-99 per cent, as measured by the auditing firm of Ernst & Young. 

Internationally, the Corporation has business interests and membership 
in organizations to promote the development of international products, raise 
the standards of service and meet the needs of its customers for reliable, cost- 
effective and timely service. 

Canada Post Corporation offers and provides services and communicates 


with its customers and employees in the official language of their choice. 


Litho Canada H&Y 


Highlights 


Revenue from Operations Volume Canada Post Corporation 
Billions of dollars Billions of pieces 


processed more than 

10.9 billion pieces of mail 
in 1993/94, an increase of 
500 million pieces over 


the previous year. 


While consolidated reve- 
nue from operations rose 
slightly to $4.1 billion in 
1993/94, income from 
operations was lower 


than last year and the 


Corporation’s consoli- 
dated net loss for 1993/94 
was $270 million. 


Income (Loss) from Operations Net Income (Loss) 
Millions of dollars Millions of dollars 
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In the past year, Canada Post Corporation contin- 
ued to make substantial progress on its course of 
change. We are more mechanized, more efficient, 
more focused and more productive than ever before. 
Over the past decade Canada Post Corporation, like 
Canada and its economy, has undergone enormous 
transformation, successfully adapting to the new rea- 
lities of business at the end of the twentieth century. 


GEORGES CLERMONT 

ON CANADA POST CORPORATION 

| Service ts a priority 

| “By the year 2000, Canada Post 

Corporation has to be solidly established into 
value-added services. I hope at least 50 per 

| cent of our revenues will be from sources 

| other than traditional lettermail. And though 

customers will not be obliged to deal with 
CPC, we hope that people will do business 
with us because of the quality of our products 

and services, and because our employees 

place customers and service first.” 

“We have to become more customer- 
oriented. The days are long past when cus- 
tomers came to Canada Post because there 
was no alternative. We have to earn the 
confidence of our customers. We are in busi- 
ness to serve.” 

Vision 

“We live in a time that demands vision. 
New challenges and opportunities are explod- 
ing all around us that will change much of the 
way business is done. If we are to continue 
to succeed in the future, we must meet these 
challenges and seize these opportunities.” 

“Our challenge is to define a simple vision 
| that can be easily communicated and can 
inspire every member of the organization to 
| pull in the same direction. Today, our vision 
of Canada Post Corporation is that of a 
| commercially viable business, conscious of 
its mandate to society, responsive to its cus- 
| tomers, and attentive to its employees.” 


us from reality. We face change, economic recession 


One thing has not 
changed, however, 
and that is our clearly 
defined objectives, and 
the expectations of our 
shareholder. 


Our role, in essence, 
is singular — to operate 
a comprehensive postal 
service, taking into 
account all that means 
now and in the future. 


The expectations are 
several: that we remain 
abreast of changes in 
society and technology 
so that we can continue 
to meet the needs of our 
customers; that we pay 
our Own way; that we 
enlist the commitment 
and dedication of our 
employees; and that we 
remain a symbol of 
Canada’s progress and 
rich heritage. 


What this definition 
does not do is insulate 


3 


competition, future uncertainty and other facts of 
commercial life the same way that any business 
does. This means we must position Canada Post 
Corporation so that it can monitor and respond to 


iP) 


Management 
Overview 


the market forces that will change the nature of 

our business in the years ahead. Ultimate success 
will come with the dedication of employees who are 
supporting our efforts to adjust to the competitive 
realities of today’s marketplace. 


In business to serve 

Canada Post Corporation is in business to serve. 
Every new initiative, every new product is developed 
with this commitment to service in mind. We have 
come a long way but recognize that, as a service 
organization, there is always a long way to go to meet 
fully the needs and demands of our customers. It is an 
ongoing challenge — one that we are well positioned 
to face. 


Canada Post Corporation, as a Crown corporation, 
is only 12 years old. Yet, we have accomplished 
much in these few short years and have begun to 
develop the culture, vision, discipline and dedication 
that will ensure our ability to provide unequalled 
customer service in the years to come. But enduring, 
long-term change requires time, staying power and 
continuous innovation in our products, services and 
market relationships. 


Our customers have seen and benefitted from 
many of our new initiatives, but for us this is only the 
beginning. We want Canadians to know that we are 
committed to maintaining and improving our already 
high standards of service. 


Poised to meet tomorrow’s challenges 

In addition to reporting on our 1993/94 financial 
and operating results, this annual report will provide 
an example of a success story that has few equals in 
Canadian government history. You will read tangible 
evidence of the substantial progress we have made 
and how we are working with our employees and 
postal partners to meet the challenges of tomorrow. 


Canada Post Corporation now has the infrastruc- 
ture it needs to operate effectively and efficiently. 
We have simplified our operations and established 
challenging and realistic goals so that all of our 


customers will benefit from our vast collection and 
delivery network. The next step for the Corporation is 
to turn its attention to the attainment of unparalleled 
customer service. 


Optimism, potential, experience 

We have set very high standards for ourselves, 
and with our proven record of accomplishment, we 
believe our optimism for the future is well founded. 
We have the potential to be at the forefront of 
the technology, processes and services that will 
outdistance the competition in meeting the commu- 
nications, advertising and distribution needs of 
Canadians. We clearly have the potential to be lead- 
ers, but Canada Post Corporation also has one critical 
element competitors do not — the most comprehen- 
sively experienced people in the industry. 


Financial results disappointing 

One of the realities we faced in 1993/94 was the 
toll the recession has had on the Canadian economy. 
Because Canada Post Corporation permeates so many 
of our country’s commercial sectors, the impact was 
severe. For us it meant that revenues were not what 
we had anticipated going into the new year. We 
continued to improve in terms of efficiency with a 
slight increase in revenue to $4.1 billion, which takes 
into account the acquisition of a 75 per cent interest 
in Purolator Courier Limited. Consolidated income 
from operations, while still positive at $26 million, 
was lower than last year. 


The introduction of the innovative motorized mail courier 
(MMC) symbolizes Canada Post Corporation’s aggressive 
drive towards new levels of customer service. CPC employees 
Michel Gaudet of Sherbrooke (in vehicle) and Richard Déziel 
of Laval are flanked by Georges C. Clermont, President and 
Chief Executive Officer (left), and Donald H. Lander, 
Chairman of the Board of Directors (right). 


Recognizing the need for further productivity and 
reallocation of resources to improve customer service 
and invest in new products, Canada Post Corporation 
has taken a charge of $223 million against earnings. 


More than anything, these results demonstrate that 
we are fully integrated into Canada’s economic life. 
Unlike many sectors, we do not succeed in spite of 
adverse times. We succeed when we are able to deal 
effectively with adversity. Our employees are coming 
to realize that customer satisfaction must come first 
— our customers demand, and deserve, all the fruits 
of our innovation and improvement. Once we have 
accomplished this on a consistent basis, the increased 
and more valuable business that will follow will 
mean a more financially successful Canada Post 
Corporation. 


The past year has been a challenging one for 
Canada Post Corporation’s dedicated and knowledge- 
able employees. Each has played an important role 
in achieving our customer satisfaction goals. Canada 
Post Corporation is also fortunate to have so many 
distinguished Canadians, from a variety of back- 
grounds and regions, serving on its Board of 
Directors. Our employees’ contributions, along with 
the wisdom and guidance of our Board of Directors, 
have made possible the accomplishments we high- 
light in this annual report and the future achieve- 
ments we will make in the years to come. We thank 
them sincerely. 


Stee 


Donald H. Lander 
Chairman of the Board of Directors 


Georges C. Clermont, Q.C. 
President and Chief Executive Officer 


ee ____, 


A little over a decade ago, responding to public 
and business pressures for an efficient and reliable 
postal service, the government of Canada created a 


Crown corporation called Canada Post Corporation. 


With the signing of the Canada Post Corporation 
Act in 1981, the new Crown corporation began the 
formidable task of creating a national postal 
service that would gain public confidence, would 
provide consistently reliable service to all reaches 
of the country and would cease to be a burden on 


the Canadian taxpayer. 


Building from the ground up 

In the early years of Canada Post Corporation’s 
new mandate, the challenge was to build a manage- 
ment and organizational infrastructure that would 
begin the turnaround we know today. This began 
by integrating the numerous and fragmented func- 
tions required to oversee distribution on average of 


some 40 million pieces of mail per day. 


Then, Canada Post Corporation introduced a sys- 
tems approach to its operations. By making extensive 
use of industrial engineers, all facets of mail delivery, 
from entry into the system to sorting and delivery, 
were analyzed and modified to meet strict standards 


of efficiency, timeliness and service. 


By making heavy use of computers, sophisticated 
tracking systems and new equipment, Canada Post 
Corporation began turning the corner towards a mod- 


ern and financially self-sufficient postal service. 


Meeting the 
Challenge 


A world leader 

Today, Canada Post Corporation’s operations 
boast a sophisticated network of control centres that 
make use of leading-edge technology and integrated 
transportation systems to provide impressive results. 
From on-time delivery standards which were less 
than 85 per cent in 1987, Canada Post Corporation 
can now consistently deliver its mail, on time, from 
97 to 99 per cent of the time: a great achievement 


in a country so vast and diverse as Canada. 


Customer service 

Canada Post Corporation’s mission has also 
changed over these years. Having achieved its 
operating efficiency targets, the Corporation has now 
turned all of its attention towards its customers. 
By combining improved services, more convenient 
locations, easier access to services, new products 
and simplified structures, Canada Post Corporation 
is determined to be the carrier of choice for all of 
Canada’s information, communication and parcel 


delivery needs, now and in the future. 


Canada Post Corporation has come a long way 
in its short history and it is confident that it will con- 
tinue to meet the expectations of all Canadians for 
a modern, user-friendly and cost-efficient postal 


service, today and in the years to come. 


Service Performance Achievement Service Performance Achievement Service Performance Achievement 


Percentage of properly prepared letters mailed in and delivered Percentage of properly prepared letters mailed Percentage of properly prepared letters mailed 
to the same major urban centre within two between major urban centres in the same proy- between major urban centres in different proy- 
business days. ince and delivered within three business days. inces and delivered within four business days. 


Mail Processing Efficiency * Letter Carrier Efficiency Each working day, 

Pieces per hour paid Points of delivery per hour paid : 
Canada Post Corporation 

delivers letters, parcels, 


electronic mail and adver- 


tising material to nearly 
12 million addresses 
across Canada. In order 
to provide a national 
postal service that is 


reliable, efficient and 


cost-effective, the 
Corporation must con- 


tinuously monitor its 


delivery performance 
and its mail processing 
efficiency. Adjoining 
graphs testify to CPC’s 
high performance stan- 


dards and its continuous 


* Comparative figures have been reclassified to ; “ovement 
conform to the current year's presentation. i el eal 


Mail Process 


Moving the mail 


Canada Post Corporation moves an average of 40 million pieces of mail and parcels daily across a 
country that stretches 5,500 kilometres from east to west and 4,600 kilometres from north to south. 


[t operates a network of 22 major mail processing plants and a fleet of approximately 5,500 vehicles, 


and reaches into the homes and offices of over 28 million Canadians. 


The journey of a letter posted in Montreal and delivered in Calgary. 
© ORIGINATING PLANT — MONTREAL 
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Receiving 


Receiving Dock 
Mail is picked up 
from letter boxes 
and unloaded at the 
receiving dock of 
the nearest mail 
processing plant. 


Preparing 


Mail Preparation 
Bags are opened and 
unloaded. Any under- 
sized, oversized or 
irregular items and 
other products are 
separated from the 
stream of standard 
lettermail. 


Cancelling 


Culler Facer 
Canceller (CFC) 
The CFC automati- 
cally faces the letter- 
mail and cancels 

the stamped mail 
with a date stamp. 

It also rejects any 


non-machinable mail. 


Encoding 


Multiline Optical 
Character Reader 
(MLOCR) 


The MLOCR scans 
the postal code and 
compares it with 
the address to deter- 
mine whether the 
code is accurate. It 
then applies vertical 
barcodes. 


Optical Character 
Reader (OCR) 


The OCR reads only 
postal codes that are 


typed or laser-printed. 


Like the MLOCR, 
it scans the postal 


code and applies ver- 


tical barcodes used 


to separate the letters 


into sorting plans. 


Consolidating | Despatching 


Mail Consolidation 


The mail is consoli- 
dated for shipping 
to the downstream 
plants. 


Mail Despatch 


Mail going outside an 
area is transported via 
trucks, vessels or air- 
lines to the appropri- 
ate mail processing 
location. International 
mail is sent to the 
appropriate postal 
administration. 


Video Encoding System (VES) 


In some plants, if the MLOCR cannot read a 
postal code, a VES identifier barcode is printed 
on the back; the image of the front is sent to a 
Video Coding Desk where a coder types in the 
postal code, which is stored in memory, and the 
letter is fed once more into the MLOCR. The 
MLOCR matches the stored postal code with 
the VES identifier bar. The correct barcodes are 
printed on the front. 


@ DOWNSTREAM PLANT — CALGARY 


Receiving 


Receiving Dock 


Mail is received 
primarily in contain- 
ers inside larger bins 
from the originating 
plants. 


Preparing 


Mail Preparation 


Incoming mail from 
the originating plants 
is grouped by delivery 
areas (LSM plans). 


Sorting 


Letter-Sorting 
Machine (LSM) 


The LSM reads the 
barcodes applied by 
the MLOCR and 
OCR. The machine 
directs each letter to 


one of many destina- 


tion bins. 


Despatching 


Mail Despatch 


Mail is despatched 
to stations and letter- 
carrier depots. 


Delivering 


Delivery 


Mail is delivered to 
customers by letter 
carriers, or via 
community mail 
centres, postal boxes, 
rural mail boxes or 
general delivery. 


Retail clerk Bill Walsh 
(left) uses sophisticated 
point-of-sale equipment to 
show a customer the wide 
range of time-sensitive 
postal products available 
at the modern Bedford 
Row corporate retail 
outlet in downtown 
Halifax. Heather Murphy 
(right), motorized service 
courier, delivers an 
XPRESSPOST package 

to a customer in Lower 
Sackville, Nova Scotia. 
XPRESSPOST is a cost- 
effective alternative to 
courier and regular mail 
for sending time-sensitive 


documents and packages. 
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JEANNE SAUVE 1922-19: 


MAIL SPOSTE 


Canada Post Corporation / Société canadienne des postes 


Customer Service 


At Canada Post Corporation, customer service 
is our top priority. We must continually 
improve our performance and provide the 
highest standards of quality to meet our 
customers’ needs. 


Excerpt from Canada Post Corporation's Operating Principles 


Setting the stage for customer service 

After more than a decade of cooperative effort 
between employees, unions and management, Canada 
Post Corporation has built a strong foundation upon 
which to deliver quality customer service and meet 
the competitive challenges it faces. It has the infra- 
structure needed to run a modern, efficient company 
and the sophisticated control systems to manage the 
complex business of moving messages and goods 


across Canada and around the world. 


The challenge for Canada Post Corporation in 
1993/94 was to demonstrate to customers that the 


Corporation has firmly established itself as a 


A commemorative stamp was 
released in 1993/94 in honour 
of the Right Honourable 
Jeanne Sauvé’s contribution to 
the quality of life in Canada. 
Mme Sauvé served as an 
inspiration to all Canadians 
throughout her productive 
career as a journalist, Member 
of Parliament, Speaker of the 
House, and finally as Governor 
General. 


company capable and ready to deliver cost-effective, 
worldclass service — a level of service that every 


Canadian has come to expect. 


This has meant a fundamental change in its 
approach to product development, and to its relation- 
ships with employees, customers, suppliers and 


postal partners. 


Like many companies striving to deal with change 
in an intensely competitive environment, Canada Post 
Corporation has a vision of what it means and what it 
takes to become a customer-focused company. This 
vision is embodied in the Corporation’s operating 
principles — principles that represent everything that 
the company is today and everything that it will be in 


the future. 


This vision involves forging a new partnership 
with its employees — one based on mutual respect 
and recognition of their role in realizing Canada Post 
Corporation’s service performance goals. It involves 
consistency — proving to customers every single day 
that it is in business to serve their needs. It involves 
forging strategic alliances so that it can continue to 
take advantage of emerging technologies and market 
expertise to bring the world to Canadians — and 


Canada to the world. 


Putting a face to customer service 

In 1993/94, Canada Post Corporation launched a 
number of initiatives that recognize customer satis- 
faction is key to the Corporation’s future success. 
Most notably, was the introduction of motorized mail 
couriers (MMCs) on a trial basis in Stoney Creek, 
Ontario, and in Laval and Sherbrooke, Quebec. The 
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move to MMCs will fundamentally change mail 
services in Canada by improving efficiency, produc- 


tivity and reliability. 


MMCs are assigned specific territories and are 
responsible for collection and delivery work, includ- 
ing relay bag transport, street letter box clearances 


and mail pickup from designated customers. 


For customers this means dealing with the same 
person daily — putting a face to the Corporation’s 
customer service commitment. MMCs may carry 
products so they can respond to requests. Their trucks 
will be equipped with containers allowing for quicker 
sortation once the mail reaches the plant. The 
Corporation expects to have MMC service available 
across Canada by the end of 1998/99. 


Canada Post Corporation is proud to acknowledge 
the work of the independent Postal Service Customer 
Councils in each division and Better Business 
Bureaus throughout Canada who address unresolved 
customer concerns and provide community input on 


better serving our customers. 


Helping customers manage their mail 

Canada Post Corporation also offers its business, 
government and agency customers a customized 
evaluation of their internal mail operations to help 
them reduce costs and improve reliability. The 
Corporation will help re-engineer and implement 
changes to their system or will assume responsibility 
for managing their mail services. The service was 


launched in January 1994, 


- of another CONNEXIONS Direct Marketing 
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Canada Post Corporation has earned a worldwide 
reputation for its consulting services. Canada Post 
Systems Management Limited markets the manage- 
ment systems and postal technology such as Track 
and Trace developed by the Corporation to control 
its own domestic operations to other postal adminis- 
trations. Since it was established in June 1990, 
CPSML has signed over 40 contracts with postal 


administrations worldwide. 


Other initiatives launched during the year include 
a national, toll-free number for Priority Courier 
customers, satellite tracking on 25 per cent of the 


Corporation’s highway trucking services, the opening 


Resource Centre in Toronto and the installation of 
new postal vending machines in I1 test sites. The 
vending machines stock up to 16 standard retail 


products, accept from $2 to $20 and give change. 


Products and Services 


Canada Post Corporation strives to market 
competitive products and services to meet its 
customers’ needs. 


Excerpt from Canada Post Corporation's Operating Principles 


Simplified and market-responsive products 


and services 


During the year, Canada Post Corporation began 
to redefine and simplify its product line and introduce — 
new time-sensitive products. This is the first step in | 
the Corporation’s aggressive move to brand market- 
ing and its continued drive to develop more market- 


responsive products and services options. 


Representative Margaret 
Finlay (left) explains how 
Admail can be used as a 
cost-effective and power- 
ful marketing tool to a 
customer in the newly 
opened CONNEXIONS 
centre in Toronto’s 
business and financial 
district. Stephen Yip, a 
postal clerk in the Volume 
Electronic Mail Centre 

in Canada Post’s South 
Central Letter Processing 
Plant in Toronto, oversees 
the preparation of a mail- 
ing for a major Admail 


customer. 


1] 


XPRESSPOST was launched in 1993/94 in 
response to customers looking for a cost-effective 
alternative to courier and regular mail for sending 
time-sensitive documents and packages. XPRESS- 
POST includes features such as guaranteed service 
between major cities across Canada, dedicated cus- 
tomer service through an 800 number and verification 


of delivery. 


After consultation with the Canadian direct 

marketing industry, the Corporation restructured 

its family of Addressed Admail products. Changes 
were made to the rate structure and specifications 

to broaden the products’ general appeal and make it 
possible for more companies to do business with 
Canada Post Corporation. Today, four options based 
on volumes are offered, two designed specifically to 


meet the needs of businesses with smaller mailings. 


Since proper addressing is vital to an efficient 
national information and parcel delivery service, 
Canada Post Corporation has introduced a convenient 
way to register changes of address. To the more than 
15 per cent of Canadians who move each year, the 
Corporation has introduced EXPRESSMOVE, a kit 
that simplifies the task of registering their change of 
address and of notifying mailers of mail redirection. 
This service also helps mailers to keep their mailing 


lists current and thus reduce their costs. 


Canada Post Corporation — a major player in 

electronic mail business 

Canada Post Corporation is aware that it cannot 
depend on growth in domestic or international 


lettermail to bring in the needed revenue. Therefore, 
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the Corporation has positioned itself as a major 
player in the electronic mail business by exploiting 
its unique distribution and delivery advantage — 
access into nearly 12 million business and home 


addresses across Canada. 


Canada Post Corporation acts as a physical bridge 
to deliver what is called hybrid mail — where regard- 
less of the originating medium, it can deliver the 


sender’s message physically, by fax or electronically. 


Canada Post Corporation offers Lettermail Plus 
and Admail Plus which allow businesses to supply 
us with their messages and client lists electronically. 
The Corporation laser-prints, folds and inserts the 
mail piece into an envelope and delivers it within 


local service standards. 


Canada Post Corporation is also testing 
OMNIPOST, a product that allows individuals or 
small businesses to produce a message on their own 
PC and transmit it to the Corporation for delivery 
directly to another PC, to a fax, or to a CPC print 
site for hard-copy hand delivery. 


In carrying out this unique role as the nation’s 
universal and cost-effective information transfer and 
distribution system, Canada Post Corporation bridges 
the gap between technologically equipped large 
volume mailers and individual Canadians. In devel- 
oping its electronic network, the Corporation is also 
working to ensure that there is an effective link 
between those with and without access to the latest 


technology. 
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Canada Post Corporation 
has partnered with a 
consortium, called UBI, 
to provide a vital link in 


the home electronic high 
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ties, customers will pick 


up the goods the 


community mail box, 
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their home. 


Canada Post Corporation provides a vital link in 

the home electronic highway 

Canada Post Corporation has also partnered with 
a consortium, called UBI, which will allow customers 
to order products, pay their bills and receive personal- 
ized mail electronically using an interactive terminal 
installed right in their home. Other partners in UBI 
are Le Groupe Vidéotron Ltée, Hydro-Québec, the 
National Bank of Canada, Loto-Québec, Vidéoway 


Communications Inc., and the Hearst Corporation. 


Terminals will be installed in 34,000 homes in 
the Saguenay. These will serve as the testbed for this 


technology, starting in the Fall of 1995. 


Strategic partnerships continue to be key 

to success 

Strategic partnerships are becoming more com- 
mon as many worldclass companies look for cost- 
effective ways to meet competitive pressures and 
protect their domestic and international market 


shares. Canada Post Corporation is no exception. 


The Corporation increased its market share in the 
domestic courier market by purchasing a 75 per cent 
interest in Purolator Courier Limited, a market leader 
in Canada’s small parcel express business. This 
strategic partnership is designed to provide a valuable 
exchange of experience and technical expertise which 
has, in turn, led to strong performance and business 


opportunities for both companies. 


During the year, Canada Post Corporation also 
formed a unique alliance with the Canadian Imperial 


Bank of Commerce (CIBC), which saw the return of 
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banking services to the village of Princeton, Ontario. 
This is the first time an Automatic Teller Machine 


has been installed in a corporate retail outlet. 
Commitment to Employees 


Value and acknowledge other people’s contri- 
bution. Recognition through immediate, posi- 
tive feedback provides incentive and strong 
motivation. 


Excerpt from Canada Post Corporation’s Operating Principles 


Customer service is more than just a concept 

to employees 

Canada Post Corporation’s operating principles 
recognize the contribution of employees in realizing 
the vision of customer service. A renewed effort to 
recognize employees and enlist their support was a 
fundamental thrust for Canada Post Corporation 
during 1993/94. 


To this end, Canada Post Corporation continued 
its support of such worthwhile programs as the 
Corporation’s Heritage Club, employee suggestion 
and assistance programs, the Golden and Silver 
Postmark Awards to honour and reward personal 
and service achievements and a scholarship fund 
for the children of employees. Over $240,000 has 
been awarded to the children of employees since the 
scholarship fund was established in 1989/90. 


Gail Turner (left), 
assistant postmaster, and 
Marion Maybee, part-time 
assistant on the northern 
Ontario island reserve of 
Moose Factory, know 
their customers depend on 
a cost-effective and reli- 
able mail system to act 

as their communications 
link to the rest of Canada. 
They give every customer 
personalized attention and 
ensure their mailings get 
top priority. The mail ts 
delivered by whatever 
means of transportation 
available, from the largest 
cities to the most remote 


communities in Canada. 


The Donald H. Lander Scholarship Fund was 
established during the year to recognize his tremen- 
dous contribution to Canada Post Corporation. 

Mr. Lander was President and Chief Executive 
Officer of the Corporation from 1986 to 1993 and 

is currently Chairman of the Board of Directors. Over 
$19,000 has been contributed by senior executives to 
the fund which will award scholarships of $1,500 to 


eligible students. 


The Corporation is also concerned about the 
quality of life of its employees. It jointly chaired a 
committee to examine day care options with the 
Canadian Union of Postal Workers. This work will 
continue in 1994/95. 


The application of sound management practices 
has resulted in reducing full- and part-time positions 
from 62,000 to 54,000 since 1981. The Corporation 
has used attrition and incentives for those seeking 
early retirement or voluntary termination to make 


this reduction possible. 


Canada Post Corporation will continue to explore 
ways to make further efficiencies possible through 
the use of creative options such as education leave, 


shortened work weeks and job sharing. 


The Governor General’s Flight for 
Freedom Award, one of four literacy 
awards sponsored by Canada Post 
Corporation, is presented annually 
to a literacy organization that shows 
long-term achievement, innovation, 
leadership and organizational excel- 
lence. The annual Canada Post 
Corporation award ceremonies this 
year were co-sponsored by IBM 
Canada Ltd. and The Financial Post. 
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Commitment to the Community 


Honour our fundamental obligation to treat 
each other with respect, fairness and sensitivity. 


Excerpt from Canada Post Corporation's Operating Principles 


Giving back to the community 
Canada Post Corporation actively supports many 
local, provincial and national programs which con- 


tribute to the quality of life in Canada. 


To mark the 10th anniversary of its highly suc- 
cessful Santa Letter-Writing program, Canada Post 
Corporation, in conjunction with Random House of 
Canada, published a bilingual book, Dear Santa: 
Children’s Letters to the North Pole, featuring 60 letters 
written by children from across Canada. Proceeds from 
the sale of the book are being used to support the cause 
of literacy. Over 30,000 copies have been sold in 


Canada, making it a national best-seller. 


Canada Post Corporation has also designed a pro- 
gram called the Reading Game to encourage five- to 
| 1-year-olds to read by setting and reaching a reading 
goal. The program was incorporated into the curricu- 
lum in New Brunswick schools in 1993/94 and was 


introduced in Newfoundland and Winnipeg. 


Canada Post Corporation employees have tradi- 
tionally played an active role in their communities, 
contributing freely of their time and money. The 
Corporation has supported their efforts through its 
Contributions program, and Community Involvement 


and Coaching programs. 
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Cathy Perehudoff, counter 
clerk in the main post 
office in Saskatoon, shows 
a customer the final in a 
series of four historical 
stamp booklets commemo- 
rating Canada’s rivers. 
This booklet illustrates 

the five major rivers used 
by fur traders in early 
Canada. The heritage 
post office in Greenwood, 
British Columbia, is sym- 
bolic of Canada Post 
Corporation’s roots in 


the community. 


Me 


One effort by an employee in the Corporation’s 
Pacific Division was the development of the 1994 
“Touching Moments” calendar, featuring photo- 
graphs of lighthearted encounters between postal 
workers and children. Letter carriers carried copies 
of the calendar on their routes. The funds raised by 
the sale of this $7 calendar were donated to the 
B.C. Children’s Hospital. 


Canada Post Corporation Heritage Club members 
were also the first corporate representatives to join 
Revenue Canada Taxation’s volunteer income tax 
program, helping employees and a large number of 


people in their community to file income tax returns. 


In a different way, Canada Post Corporation also 
contributes to the quality of Canadian life through 
its environmental efforts. During the year, the 
Corporation joined Canon Inc.’s Clean Earth 
Campaign, a worldwide toner cartridge recycling 
program. Canada Post Corporation is the program’s 


carrier of choice for the return of used cartridges. 
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The direct marketing industry has established 
methods by which consumers are able to reduce the 
amount of unwanted direct mail that they receive. 
Canada Post Corporation is now working with 
members of the Print Advertising industry to develop 
means by which consumers can also reduce the 
amount of unwanted unaddressed print materials that 
are received. The Corporation is also promoting the 


use of recycled and recyclable papers. 


This commitment to the quality of life in Canada 
will continue to be a priority for the Corporation in 


the upcoming year. 


Operating 


Regions 


Pacific 


Western 


Central 


Eastern 


Atlantic 


Divisions and 


Sales Districts 
as of April 1, 1994 


1. Atlantic - NB/NF 

2. Atlantic — NS/PE 

3. Quebec — Montreal North Shore 
4. Quebec — Montreal South Shore 
5. Quebec — Montreal 

6. Quebec — Metro 

7. Quebec Regions 


8. York — West 
9. York — East 
10. York — National Accounts 
11. Huron/Rideau — S.W. Ontario 
12. Huron/Rideau — E. Ontario 
13. Huron/Rideau — National Capital 
Region 


Pacific 

Prairie 
Huron/Rideau 
York 


Quebec 


Atlantic 


i 


Northern Services 


14. Prairie — N.W. Ontario — Manitoba 
15. Prairie — Saskatchewan 

16. Prairie — N. Alberta 

17. Prairie — S. Alberta 

18. Pacific — Vancouver/South B.C. 
19. Pacific — Vancouver/North B.C. 
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Our Financial 


Overview 
The Corporation earned $26 million from consoli- 


dated operations compared to $82 million last year. 


The impact of non-operating items and costs 
of restructuring resulted in a reported net loss of 
$270 million. Net income last year aggregated 
$26 million and the 1993/94 plan was $35 million. 


Consolidated results include those of PCL Courier 
Holdings Inc. in which Canada Post Corporation 


acquired controlling interest as of November 26, 1993. 


Revenue from Operations 

Revenue from operations increased by $206 mil- 
lion from $3,909 million in 1992/93 to $4,115 mil- 
lion in 1993/94 largely as a result of the addition of 
revenue from PCL Courier Holdings Inc. Reduced 
economic activity and increased competition resulted 


in a lower than planned revenue of $138 million. 


Communications market revenue grew by 
$21 million (1.0 per cent). Growth in commercial 
business with large volume mailers continues to be 
offset by declines in the small business and consumer 
segments of the market. Lettermail volumes showed 
minimal growth as transition to alternative communi- 


cation methods continues to escalate. 


In the advertising market, revenue declined by 
$17 million, a reduction of 2.2 per cent. Addressed 
admail revenue grew marginally, while unaddressed 


admail revenue contributed growth of 7.6 per cent. 


Canada Post Corporation 


Performance 


Publication mail volumes however declined by 

8.1 per cent. The reduction in volumes primarily 
related to economic conditions, combined with 
reduced levels of government support to the publi- 
cation industry, resulted in reduced revenues of 


15.6 per cent. 


The physical distribution market revenues 
increased by 25.5 per cent due to the acquisition of 
controlling interest in PCL Courier Holdings Inc. 
This market continues to experience increased 


competitive pricing pressures. 


Other revenues grew by $25 million, reflecting 
the Corporation’s effort to expand to new markets. 
Increases in non-postal products revenue and han- 
dling fees from the collection of duty on behalf of 
the Government were offset by reduced revenue from 
inbound international volumes from foreign postal 


administrations. 


Cost of Operations 

Cost of consolidated operations increased to 
$4,089 million from a 1992/93 value of $3,827 mil- 
lion. Cost of operations was $43 million (1.0 per cent. 


below plan. 


Increased mail volumes, both domestic and out- 
bound international, created pressure on operating 
costs. The overall improvements in efficiencies in 
mail processing activities of 4.5 per cent and letter 
carrier delivery of 0.7 per cent together with network 


improvement contributed to the better than planned 
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results for 1993/94. Costs in support of the retail net- 
work declined as the Corporation expanded its pri- 
vate sector network. Despite operational labour 
efficiencies, wage rate increases in existing labour 
contracts exceeded inflation and business growth 


potential. 


During the year the Corporation entered into an 
agreement to outsource computing and communica- 
tion utility services. In support of this initiative the 
Corporation disposed of its computing and communi- 
cations network and supporting assets for $142 mil- 
lion. Non-recurring transitional costs in support of 
the establishment of this agreement have been 


charged to operations. 


Other Income and Expense 

In 1993/94 the Corporation incurred $59 million 
to complete a multi-year program of restructuring ini- 
tiatives in support of a more efficient and effective 


postal system. 


In establishing the Corporation’s 1994/95 to 
1998/99 Corporate Plan, management proposed and 
the Government as shareholder has approved certain 
initiatives to further improve the network and reduce 
the administrative cost base. These infrastructure 
changes which will take three years to implement are 
made possible by the technological advances and 
service improvements achieved in recent years and 
are required to meet the ever-increasing competitive 
pressures in all markets. A non-recurring charge of 


$223 million has been included in restructuring costs. 


Canada Post Corporation 


pacar, O Fiji Nc .e€ 


Capital Investment 

Capital investment increased by $92 million over 
1992/93 to $272 million of which $64 million was a 
non-cash transaction. Capital investment focused on 
business development activities with continued com- 
mitment to improved efficiency and quality customer 


service. 


Investment in the mail processing and distribution 
network included continued upgrading of letter sort- 
ing equipment, such as the multiline optical character 
readers and video encoding systems. Capital invest- 
ment in the collection and delivery network included 
continued investment in cost-effective community 
mail boxes, kiosks and equipment to support new 


points of call. 


The Corporation had held a long-term mortgage 
receivable that recognized incremental income upon 
approval of specific zoning densities on a real estate 
property. During the year the Corporation negotiated 
a non-cash transaction to exchange the mortgage for 


the property which is currently held for investment. 


The Corporation acquired controlling interest in 
PCL Courier Holdings Inc. to solidify its market 
position in the domestic courier market. The share 
acquisition value of 75 per cent of the equity of 


Purolator Courier Limited aggregated $55 million. 
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Consolidated Statement of Income and Retained Earnings 


Years ended March 26 
(in thousands of dollars) 1994 
Revenue from operations $4,115,554 
Cost of operations 4,089,321 
Income from operations 26,233 
Other income 
Gain (loss) on disposal of capital assets (732) 
Interest 3,126 
2,394 
Other expense 
Restructuring costs (note 4) 282,053 
Interest (note 9) 16,964 
299,017 
Net income (loss) (270,390) 
Deficit 
Beginning of year (175393) 


End of year 


The accompanying notes are an integral part of these financial statements. 
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$ (288,283) 


March 31 
1993 


$3,909,372 
3,827,499 
81,873 


4,396 
6,927 


11,323 


54,0237 
13,546 


67,569 
25,627 | 

(43,520) _ 
$ (17,893) 
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Consolidated Statement of Cash Flow 


Years ended 
(in thousands of dollars) 


Operating activities 
Net income (loss) 


Amortization of goodwill 


Financing activities 


Issuance of senior notes 


Investment activities 
Acquisition of capital assets 


Business acquisition 


Deferred development costs 


March 26 March 31 
1994 1993 
ae DD OST NE DNS UT NN UDR SEES SENTINEL EPO A USPC LR TELS I LOS SBT SARA) PRT OT 
Cash provided by (used for) 
$(270,390) $25,627 
Items not requiring (providing) cash 
Amortization of capital assets 241,431 LOS stele 
2,300 — 
(Gain) loss on disposal of capital assets UE (4,396) 
Accrued termination and post-retirement benefits 54,884 615542 
Amortization of deferred development costs 14,808 15,020 
43,765 230,910 
Change in non-cash working capital 92,457 (28,686) 
Termination and post-retirement benefit payments (23,282) Qs) 
112,940 174,112 
Redemption of preferred shares by subsidiary (125,000) — 
Redemption of and decrease in subordinate notes (23,806) — 
142,800 — 
(6,006) — 
(207,889) (180,099) 
Proceeds on disposal of capital assets 148,347 14,535 
(55,000) — 
Increase in long-term investments (7,843) aaa 
Increase in segregated cash and investments (17,149) (34,904) 
— (13,924) 
(139,534) (214,392) 
Decrease in cash and short-term investments (32,600) (40,280) 
Cash and short-term investments at beginning of year 63,417 103,697 
Cash and short-term investments at end of year $ 30,817 63,417 


aa, 


The accompanying notes are an integral part of these financial statements. 
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Consolidated Balance Sheet 


(in thousands of dollars) 


ASSETS 


Current assets 

Cash and short-term investments 
Accounts receivable 

Prepaid expenses 


March 26 
1994 


5 S057 
278,827 
63,635 


Segregated cash and investments (note 6) 
Capital assets (note 7) 
Other assets (note 8) 


LIABILITIES AND EQUITY OF CANADA 


Current liabilities 

Accounts payable and accrued liabilities 
Salaries and benefits 

Deferred revenues 

Outstanding money orders 


Long-term debt (note 9) 
Termination and post-retirement anaes 


Equity of Canada (note 10) 
Contributed capital 
Deficit 


The accompanying notes are an integral part of these financial statements. 


AM 


Chairman ¢ the Audit Committee 


Approved by the Board: 


President and Chief Executive Officer 
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373,279 


187,294 
1,842,184 
210,080 


$2,612,837 


$ 370,879 
308,271 
LS 153 

41,369 


899,272 


278,994 
367,682 


UES 2 
(288,283) 


1,066,889 
$2,612,837 


March 31 
1993 


$ 63,417 

164,382 
62,928 

290,727 


170,145 
1,883,675 
149,585 


$2,494,132 


$ 292,014 
179,677 
171,450 

42,63 Z 
685,773 


135,000 
336,08 


1,355,172 
(17,893 


1,337,279 
$2,494,132 


Notes to Consolidated Financial Statements 
(March 26, 1994) 


I. INCORPORATION 

The Corporation was established by the Canada Post Corporation Act to operate a 
postal service on a self-sustaining financial basis while providing a standard of service 
that will meet the needs of the people of Canada. The Corporation is a Crown corpora- 
tion included in Part II of Schedule III to the Financial Administration Act and is an 
agent of Her Majesty. Canada Post Corporation is currently exempt from income taxes. 
However, it has been prescribed for tax purposes and effective March 27, 1994, will be 
subject to federal income taxation. 


2. SIGNIFICANT ACCOUNTING POLICIES 

These consolidated financial statements have been prepared in accordance with gener- 
ally accepted accounting principles. A summary of the significant accounting policies 
of the Corporation follows: 


(a) Consolidation 

The consolidated financial statements of the Corporation include the accounts of 
Canada Post Corporation and its wholly-owned subsidiaries, Canada Post Systems 
Management Limited, CINA Holdings B.V. and 2875021 Canada Limited (which 
has a controlling interest in PCL Courier Holdings Inc.). 


Goodwill arising on the acquisition of subsidiaries is amortized on the straight-line basis 
over 20 years. 


(b) Capital assets and amortization 
Land, buildings and equipment transferred from the Government of Canada on 
incorporation were recorded at their fair value at that date, determined as follows: 


Land ¢ market value based on existing use 
Buildings * amortized replacement cost 

Plant equipment, vehicles, sales * amortized replacement cost or original 
counter and office furniture and cost less estimated amortization 


equipment, and other equipment 


The market value of land and the amortized replacement cost of buildings transferred 
by the Government of Canada were determined by independent appraisals. 


Acquisitions subsequent to incorporation are recorded at cost. 


The Corporation has an agreement with both the National Archives of Canada and the 
Canadian Museum of Civilization to operate, administer and maintain a Canadian Postal 
Archives and a National Postal Museum, respectively, containing philatelic material, 
postal artifacts, a postal library and exhibits that trace the history of the mail and other 
memorabilia. These collections, exhibits and books of undetermined value are not for 
resale and are recorded at a nominal cost. 
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Amortization is provided on the straight-line basis over the estimated useful lives of the 
following assets: 


Buildings 30 and 40 years 
Plant equipment 4 to 30 years 
Vehicles (other than passenger and light-duty commercial) 6 to 10 years 
Sales counter and office furniture and equipment 5 to 20 years 
Other equipment 5 to 15 years 


Amortization is provided on the diminishing balance basis at an annual rate of 30 per 
cent for all passenger and light-duty commercial vehicles. 


(c) Deferred development costs 

Costs incurred in the development of new mail products and the retail postal network 
are deferred and amortized on the straight-line basis over the expected period of 
economic benefit. 


(d) Revenue recognition 
Amounts received for which services have not been rendered prior to the end of the year 
are deferred. 


(e) Termination and post-retirement benefits 

Employees are entitled to specified termination benefits, calculated at salary levels 

at the time of termination, as provided under collective agreements and conditions of 
employment. The present value of the projected costs of termination benefits, as deter- 
mined by actuarial valuation, is recorded in the accounts as a long-term liability. Such 
benefits accruing to employees, as well as gains and losses arising from actuarial 
valuation, are included in current operations. 


In addition, the Corporation provides certain health care benefits to eligible retirees. Current 
service costs have been determined by actuarial valuation and included in current opera- 
tions. Past service costs have also been determined by actuarial valuation and are being 
amortized over the expected average remaining service life of the employee population. 


(f) Pension plan 

Employees of the Corporation are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Under present legislation, contributions made 
by the Corporation to the Plan are limited to an amount equal to the employees’ contribu- 
tions on account of current service. These contributions, which amounted to $89,964,000 
(1993 — $102,976,000), are included in current operations. The Corporation is not 
required under present legislation to make contributions with respect to actuarial deficien- 
cies of the Public Service Superannuation Account and/or with respect to the Consolidated 
Revenue Fund for indexation payments under the Supplementary Retirement Benefits Act. 


3. CHANGE IN FISCAL YEAR 
During the year the Corporation implemented a change in its fiscal year to end on the 
last Saturday in March, representing 52 weeks, in order to better align reporting to its 


operations which are managed on a weekly basis. Comparative figures are shown for 
the twelve months ended March 31, 1993. 
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4. RESTRUCTURING COSTS 

During the year, the Corporation completed a program of significant initiatives to 
establish a more efficient and effective postal system. Costs included the development 
and implementation of management and operating systems as well as the realignment 
of resources. 


In addition, the Corporation has established a non-recurring restructuring charge 
relating to a multi-year program of network changes to rationalize and consolidate 
facilities and organization. 


5. BUSINESS ACQUISITION 

Effective November 26, 1993, the Corporation’s wholly-owned subsidiary, 2875021 
Canada Limited, acquired for $55,000,000 a 75% interest in PCL Courier Holdings Inc., 
which owns all of the shares of Purolator Courier Limited. This acquisition was accounted 
for by the purchase method with the results of operations being included in the Corpo- 
ration’s consolidated financial statements from the date of acquisition. Net assets ac- 
quired consist of total assets of $152,792,000, total liabilities of $235,262,000 (includ- 
ing long-term debt of $150,000,000) and goodwill of $137,470,000. Incremental costs 
specifically identifiable to the purchase have been added to the cost of the acquisition. 


Tax loss carry-forwards of approximately $46,000,000 are available to reduce its 
future income taxes expiring by the year 2000. The benefit of these tax loss carry- 
forwards and $8,000,000 of net unclaimed tax deductions have not been recognized in 
the Corporation’s consolidated financial statements. 


6. SEGREGATED CASH AND INVESTMENTS 
The Corporation has segregated certain cash and investments, recorded at cost, for the pur- 
pose only of managing cash flows relating to the employee termination benefits liability. 


7. CAPITAL ASSETS 


(in thousands of dollars) 1994 1993 
Cost Accumulated Net Net 
amortization 
Land $ 289,388 $ aS DRO BRS ool leiZ0 
Buildings 1,284,340 569,073 is 260 780,756 
Plant equipment 797,633 368,293 429,340 428,548 
Vehicles 109,711 93,997 1s.714 22,444 


Sales counter and 
office furniture 


and equipment 251,413 125,268 1323145 Oe els6 
Other equipment 373,481 Misston: 260,329 223,620) 

Collection of 
postal memorabilia 1 a= l 1 
$3,111,967 $1,269,783 $1,842,184 $1,883,675 
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8. OTHER ASSETS 


(in thousands of dollars) 1994 1993 
Goodwill, net of accumulated amortization $135,170 $ = 
Mortgage receivable — 63,900 
Deferred development costs 34,061 48,869 
Investment in G.D. Net B.V., at cost 35,568 32,388 
Other 55201 4,428 


$210,080 $149,585 


As part of a real estate agreement, the Corporation acquired certain property in exchange 
for the discharge of the mortgage receivable. 


9. LONG-TERM DEBT 


(in thousands of dollars) 1994 1993 
LLL aT 
10 year loan from the Government of Canada $ 80,000 $ 80,000 


due April 1998, interest at 9.705%. 


Non-redeemable bonds maturing March 2016, 55,000 55,000 
interest at 10.35%. 


US$105,000 10 year Senior Notes issued by Purolator 142,800 — 
Courier Limited, due March 2004, interest at 8.83%, 

principal payments due in equal instalments over 

the last five years of the term. In connection with this 

unguaranteed debt, Purolator Courier Limited has 

given its lenders a security interest in substantially 

all of its assets. Under the indenture, Purolator 

Courier Limited is subject to certain financial and 

other covenants throughout the debt term. 


Purolator Courier Limited entered into currency 

swaps covering all principal and interest payments 

and, as a result, the principal balance has been effectively 
converted to CAN$142,800 at 10.1%. 


Subordinate notes issued by PCL Courier Holdings Inc. 1,194 — 
due October 1998, interest at 12.5%. 


$278,994 $135,000 


Interest expense on long-term debt was $15,284,000 (1993 — $13,457,000). 
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10. EQUITY OF CANADA 

The Canada Post Corporation Act has been amended to provide for the establishment 
of a share capital structure. The Corporation is authorized to issue shares to the 
Government of Canada based on the net asset value of the Corporation on the date 

of the first issue of shares, as determined by the Board of Directors, with the approval 
of the Treasury Board. 


11. CONTINGENCIES 

(a) Two complaints have been filed with the Canadian Human Rights Commission 
alleging discrimination by the Corporation concerning work of equal value. The 
Commission is still presenting its evidence before the Tribunal with respect to one 
complaint and has not begun its investigation of the second. The outcome of these com- 
plaints is not currently determinable. Settlement, if any, arising from resolution of these 
matters will be recovered in future postal rates (as determined in accordance with the 
Canada Post Corporation Act) and/or from the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. However, such leave 
entitlements do not vest and can be used only in the event of illness. The amount of 
accumulated sick leave entitlements which will become payable in future years cannot 
reasonably be determined. Payments of sick leave benefits are included in current 
operations. 


(c) Labour contracts between the Corporation and certain bargaining units have 
expired and are at various stages of negotiation, the outcome of which is not currently 
determinable. These labour contracts represent approximately 10,700 full-time and 
3,700 part-time employees in total and consist of the following bargaining units: 
Public Service Alliance of Canada, Canadian Postmasters and Assistants Association, 
Association of Postal Officials of Canada, International Brotherhood of Electrical 
Workers and The Professional Institute of the Public Service of Canada (PIPS). 


12. COMMITMENTS 

During the year, the Corporation entered into a 10 year outsourcing agreement for cer- 
tain computing and communication utility services. The Corporation’s future minimum 
payments required under this agreement as well as facilities and other operating leases 
with terms in excess of one year, are as follows: 


(in thousands of dollars) 


1995 $ 185,699 
1996 160,141 
1997 131,305 
1998 115,769 
1999 97,513 
2000 and thereafter 415,430 

$1,105,857 


EEE 
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13. RELATED-PARTY TRANSACTIONS 
The Corporation had the following transactions with related parties in addition to those 
disclosed elsewhere in these consolidated financial statements. 


(a) Payments on behalf of postal users 

Where Government policy requires the Corporation to provide services at rates less 
than costs to the publication industry, and for Government free mail, literature for 

the blind and Northern air stage services, the Government of Canada compensates the 
Corporation for foregone postage revenue from those sources. Revenues amounting to 
$114,900,000 (1993 — $147,983,000) are included in revenue from operations. 


(b) Property management 

The Corporation has incurred net operating costs of $186,248,000 (1993 — $213,154,000) 
in respect of a property management arrangement with the Department of Public Works 
to manage substantially all of the Corporation’s real property. In addition, capital 
expenditures amounted to $7,373,000 (1993 — $8,619,000). 


(c) Other 

The Corporation has other transactions with the Government of Canada, its agencies 
and other Crown corporations. These include the provision of postal services and the 
purchase of rail transportation. 


As a result of all of the above transactions, the amounts due from and to these parties 
are $34,415,000 (1993 — $23,401,000) and $80,750,000 (1993 — $111,900,000) 
respectively. 
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Management’s Responsibility for Financial Information 


Management and the Board of Directors are responsible for the consolidated finan- 
cial statements and all other information presented in this Annual Report in accordance 
with the Financial Administration Act and regulations. The consolidated financial state- 
ments have been prepared by management in accordance with generally accepted 
accounting principles and, where appropriate, include amounts based on management’s 
best estimates and judgements. Financial information presented elsewhere in this 
Annual Report is consistent with that in the financial statements. 


Canada Post Corporation is dedicated to the highest standards of integrity in its busi- 
ness conduct as reflected in its key written policy statements. To safeguard Company 
assets, Canada Post Corporation has a sound and dynamic set of internal financial con- 
trols and procedures that balance benefits and costs. Management has developed and 
maintains financial and management controls, information systems and management 
practices to provide reasonable assurance of the reliability of financial information in 
accordance with the Financial Administration Act and regulations, as well as the 
Canada Post Corporation Act and by-laws of the Corporation. Internal audits are con- 
ducted to assess management systems and practices, and reports are issued to the 
Management Executive Committee and the Audit Committee of the Board. 


The Board of Directors ensures that management fulfils its responsibilities for finan- 
cial information and internal control principally through the Audit Committee, which 
is composed of six directors, none of whom is an employee of the Corporation. 
The Audit Committee meets quarterly to oversee the internal audit activities of the 
Corporation, and at least annually to review the consolidated financial statements and 
the external auditors’ report thereon and recommend them to the Board of Directors 
for approval. 


Each year, the Governor in Council appoints the Corporation’s external auditors. 
Ernst & Young were reappointed for the current fiscal year. They audit the consolidated 
financial statements and report to the Audit Committee as well as the Minister responsi- 


ble for Canada Post Corporation. 


President and Chief Executive Officer Senior Vice-President and 
Chief Financial Officer 


May 4, 1994 
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Auditors’ Report 


To the Minister responsible for Canada Post Corporation: 


We have audited the consolidated balance sheet of Canada Post Corporation as at 
March 26, 1994, and the consolidated statements of income and retained earnings and 
cash flow for the year then ended (pages 24 to 32). These financial statements are the 
responsibility of the Corporation’s management. Our responsibility is to express an 
opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assur- 
ance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material 
respects, the financial position of the Corporation as at March 26, 1994, and the results 
of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As required by the Financial 
Administration Act, we report that, in our opinion, these principles have been applied 
on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation and of its wholly-owned 
subsidiaries that have come to our notice during our audit of the consolidated financial 
statements have, in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Canada Post Corporation Act and the 
by-laws of the Corporation and its wholly-owned subsidiaries. 


Grnet + 


Ottawa, Canada ; Ernst & Young 
May 4, 1994 Chartered Accountants 
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(in millions of dollars) 1993/94* 1992/93 1991/92 1990/91 1989/90 
ae gS a aN as a LT a 
OPERATIONS 

Revenue from operations 4,115 3,909 3,804 3,739 3,580 
Cost of operations 4,089 3,827 3,905 3,664 3,473 
Income (loss) from operations 26 82 (101) 75 107 
Per cent of revenue from operations 0.6% ZAG (2.7)% 2.0% 3.0% 
Other income (expense) (296) (56) (27) (61) 42 
Net income (loss) (270) 26 (128) 14 149 
Return on equity — 1.9% _ 1.0% 10.5% 


BALANCE SHEET 


Assets 

Current 373 291 299 547 554 
Capital 1,842 1,884 Roa 1,947 1,828 
Other 398 319 286 168 126 


2,613 2,494 2,462 2,662 2,508 


Liabilities and equity of Canada 


Current 899 686 682 740 604 
Long-term debt 279 135 135 135 80 
Termination and post-retirement benefits 368 336 333 342 334 
Equity of Canada 1,067 13387, eo 1,445 1,490 


2,613 2,494 2,462 2,662 2,508 


CAPITAL ASSET ACQUISITIONS 


aa 
Land and buildings 120 38 12 76 59 
Operating equipment 113 104 61 156 ee 
Office and other equipment 39 38 22 39 150 
272 180 95 269 320 


* 1993/94 figures include the results of Purolator Courier Limited from the effective date on which the Corporation acquired a controlling interest. 
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1993/94 1992/93 1991/92 1990/91 


OPERATING DIMENSIONS 


Revenue from operations by market segment (in millions of dollars) 


Communications market 2,151 2,130 2,077 2,138 
Advertising market 
Addressed 343 34] 312 268 
Unaddressed 227 PAM 204 187 
Publications 190 225 252 264 
760 TS 768 719 
Physical distribution market 871* 694 673 620 
Other revenue 333 308 286 262 
Revenue from operations 4,115* 3,909 3,804 3,739 
Per cent increase 5.3% 2.8% 1.7% 44% 
Volume by market segment (in millions of pieces) 
Communications market 4,515 4,486 4,498 4,656 
Advertising market 
Addressed 1,321 1,286 L210 1,168 
Unaddressed 4,413 3,967 3,556 3,101 
Publications 451 491 519 567 
6,185 5,744 285 4,836 
Physical distribution market 210* 180 17> 165 
Total volume 10,910* 10,410 9,958 9,657 
Per cent increase 4.8% 4.5% 3% 5.9% 
Employment — operations 
Millions of hours paid 118.2* 118.4 121.6 127.8 
Per cent decrease (0.2) % (2.6)% (4.9)% (2.4)% 
Employee strength (at year-end) 
Full-time 49,913* 44,683 46,666 49,046 
Part-time 12,965* 10,731 10,574 10,114 
Total 62,878* 55,414 57,240 59,160 


OPERATING PERFORMANCE 


Efficiency indicators 


Pieces of mail processed per hour paid** 320.6 306.8 295.9 216.9 
Per cent increase 4.5% 4.4% 6.1% 5.8% 
Letter carrier points of delivery per hour paid 54.1 Soli! 2a 49.9 
Per cent increase 0.7% 3.1% 4.4% 3.3% 
Work stoppages 


Thousands of hours lost — — 135625 O02 


ere ee i 


1989/90 


4,629 | 


1,103 
2,640 
592 


4,335 
156 


9,120 | 
10.39 


130.98 
(0.9) 


* 1993/94 figures include the results of Purolator Courier Limited from the effective date on which the Corporation acquired a controllir 


interest. 
ks y att te) at . 
Comparative figures have been reclassified to conform with current year’s presentation. 
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Canada Post Corporation / Société canadienne des postes 


In Business to Serve. ¢ En affaires pour vous servir. 


Government 


Publications 


Front cover: 


Relying on its extensive 


national distribution 


network, as well as 


an intricate web of 


international partners, 


Canada Post proudly 


stands behind its 


philosophy — Jn 


Business to Serve. 


20 


21 


Management Overview 
Measuring Up 


In Business to Serve... 
24 Hours a Day 


A Climate of Change 
Delivering Customer Service 


Meeting Our Customers’ Needs 
Through Innovation 


Giving Back to the Community 
In Business to Serve 


Board of Directors and 
Officers of the Corporation 


Financial Performance 


CANADA POST CORPORATION 
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20% post-consumer material. 


CORPORATE PROFILE 


Canada Post Corporation: 
In Business to Serve 


Canada Post Corporation takes 
pride in its extensive physical dis- 
tribution network which, combined 
with a broad spectrum of electronic 
messaging tools, reaches into 
virtually every home and business 
address across Canada. Utilizing 
the most sophisticated mail pro- 
cessing and distribution systems in 
the world, the Corporation serves 
over 28 million Canadians and 
900,000 businesses and public 
institutions. It also works in part- 
nership with more than 200 foreign 
postal administrations to meet the 
global needs of its international 
customers. 


Canada Post provides postal ser- 
vices to Canadians through a net- 
work of approximately 18,500 
retail points of purchase, as well as 
some 884,000 locations where 
customers can deposit their mail. 
The more than 11. billion 
messages and parcels that are 
entrusted to Canada Post each 
year are processed through a sophis- 
ticated network of 23 major mail 
processing plants. This mail is deliv- 
ered within exacting performance 
standards to 12 million Canadian 
mailing addresses using a fleet of 
more than 6,000 vehicles. The 
Corporation is also one of the largest 
users of air, surface and marine 
transportation services in Canada. 


Canada Post has a 75% interest in 
PCL Courier Holdings Inc., which 
owns all of the shares of Purolator 
Courier Limited. Purolator Courier 
is Canada’s largest national cou- 
rier, delivering some 92 million 
time-sensitive pieces per year 
throughout Canada and abroad. 
Purolator Courier employs some 
9,000 people at more than 70 
retail counters and 90 terminals. 
Its reputation for reliable overnight 
service is assured through its mod- 
ern fleet of 45 aircraft, and its more 
than 3,500 vehicles that pick up 
and deliver its customers’ orders in 
most centres across the country. 


The backbone of any modern, pro- 
gressive organization is its people. 
The 62,500 full- and part-time 
employees of Canada Post 
Corporation and Purolator Courier 
are dedicated to our business 
philosophy — In Business to Serve. 
This commitment to putting the 
customer first is necessary to 
ensure continued success of the 
Corporation in the years to come. 
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IGHLIGHTS 


Canada Post processed REVENUE 
FROM OPERATIONS 
. a Billions of dollars 


11.6 billion pieces of 


mail in 1994/95, an 


increase of nearl 
»/ 90/91 91/92 92/93 93/94 94/95 


37 3.8 3) 4.1 4.7 


700 million pieces over 


VOLUME 
as a Billions of pieces 


While consolidated 


revenue from operations 


rose by 15.3% in 90/91 91/92 92/93 93/94 94/95 
9.7 10.0 10.4 10.9 11.6 
1994/95 to $4.7 billion, 
a | INCOME (LOSS) FROM 
js ; OPERATIONS 
operations experienced Millions of dollars 


a loss during the 


same period and the 
se é 90/91 91/92 92/93 93/94 94/95 
Corporation’s consoli- 75 (101) 82 28 (31) 
dated net loss for 
< NET INCOME (LOSS) 
Millions of dollars 

1994/95 was $69 million. 

90/91 91/92 92/93 93/94 94/95 

14 (128) 26 (270) (69) 


ANAGEMENT OVERVIEW 


This last year has unquestionably 
been a pivotal year for Canada 
Post Corporation — a time to take 
stock of our options and to chart a 
new course. Confronted with the 
reality of increasingly aggressive 
competition, higher service expec- 
tations from customers and an 
explosion of new communication 
technologies, Canada Post moved 
decisively to refocus its attention 
from its operations to its cus- 
tomers. For more than a decade 
now, we have concentrated our 
energies on building a management 
and operational structure that 
would meet the great logistic chal- 
lenges that a country as large and 
as sparsely populated as ours pre- 
sents. We have met that challenge 
successfully and, today, Canadians 
can take pride in a modern, 
efficient and reliable national retail, 
processing and delivery network — 


the envy of our competitors. 


But, despite these enormous strides, 


we must face the fact that change is 


RETA he aS oedipal, 


our only real constant. And change 


has been the focus of most of our 
activities in the last year — to make 
Canada Post responsive to today’s 
new realities. This means listening 
and talking to our customers. This 
means redefining our organization 
to meet their current and emerging 
needs. This means that we must 
make a dramatic shift from an 
operations-driven corporation to a 
customer-driven one. /n Business to 
Serve is not only a new slogan 
for us — it has become the new 
approach we have embraced in 


everything we now undertake. 
Growing the business 


Canada Post’s key objective is to 
become our customers’ supplier of 
choice. To accomplish this, we 
are continuously improving our 
distribution network; we are 
streamlining our service mix to 
reflect changes in our customers’ 
needs; we are continuing to 


develop new services that will 


"no HEE nee ennui, 


Canada Post President and 
CEO Georges Clermont 
exchanges views with 
CPC Learning Institute 


students. 


make us more competitive and 
profitable; and we have under- 
taken a major employee retraining 
program to be more responsive to 
our customers’ expectations. 
Canada Post has made substantial 
financial commitments toward the 
attainment of these goals. 


These investments, however, can 
not be sustained, nor could they 
even be justified, without the 
prospect of increased volumes and 
revenues. These are the corner- 
stones of financial responsibility 
and we will do everything that is 
required to ensure that Canada 
Post is competitive and responsive, 
and that it excels in providing 
good value to the people of 
Canada. 


The impact of not having imple- 
mented the requested increase in 
the basic letter rate was partially 
offset by additional cost savings 
and increased improvements in 
productivity. It is an anomaly that 


the postal administration that 
serves the largest country in the 
Western World and has the spars- 
est population, enjoys the lowest 
lettermail rate of all major indus- 
trialized nations. While Canada 
Post will continue to aggressively 
seek out additional productivity 
and efficiency gains, it is deter- 
mined to finance its investments 
from its operations, thereby con- 
tinuing a trend, started in 1986, of 
not depending on government 
subsidies. 


Employees partners in change 


Clearly, such a fundamental 
renewal of our corporation must 
occur through a sustained dia- 
logue and close cooperation with 
our employees. They are a vital 
resource to draw upon if we are to 
successfully meet the challenges 
we face. By combining their inti- 
mate knowledge of our operations 
with their daily exposure to a wide 
range of customers, Canada Post is 
in an ideal position to adjust to 
marketplace realities. 


During the last year, Canada Post 
undertook a number of major 
initiatives that channeled our 
employees’ creativity and experi- 
ence into a plan of action that 
refocuses every aspect of our com- 
pany onto our customers’ needs. 
Our most important program, 
coined Reinventing the Post, 
will give us the tools we need to 
deliver on our commitment to be 
In Business to Serve. Employees 
are leading this process, sharing 
their ideas and unique understand- 
ing of our customers’ needs. 


Before launching this initiative, we 
undertook extensive research, we 
talked to customers and employees, 


and we looked at our customer 
service data. We noted that 
our improvements in efficiency 
and reliability had not gone 
unnoticed. However, customers 
felt that we need to demonstrate 
much more flexibility to meet their 
rapidly changing needs. 


The main thrust of our program, 
therefore, is to make it easier to do 
business with us by simplifying our 
processes and services, to find 
new ways to grow our core busi- 
ness, as well as to anticipate and 
plan for the future needs of our 
customers. To support this major 
effort, we launched, in 1994/95, 
the Canada Post Learning Institute. 
Through extensive training, 
employees will learn new skills 
and gain a better understanding of 
the competitive and business chal- 
lenges we face. 


The Learning Institute lays the 
groundwork for developing and 
accelerating the drive toward a 
customer-focused culture at 
Canada Post. 


Year of transition 


A year of transition or change is 
always challenging for a corpora- 
tion as large as Canada Post. 
However, despite the setbacks 
resulting from our shortfall in 
anticipated revenue, we are end- 
ing this year on a note of optimism 
and with a renewed sense of pur- 
pose. My optimism is solidly 
founded in a new spirit of dialogue 
and partnership which has 
emerged between the Corporation 
and its employees over the last 
year. During the fiscal year 
1994/95, a major milestone in our 
history as a corporation was 
reached with the signing of four 


labour contracts without disrup- 
tion or inconvenience to our cus- 
tomers. This, combined with a sig- 
nificant reduction in the number of 
workplace grievances, suggests 
that, together, we recognize where 
we must take our business and that 
we are ready to meet the chal- 
lenges of growth, profitability and 
customer satisfaction head on. Our 
customers can expect, and will 
see, continued tangible evidence 
of this change in the coming year. 


| would like to take this oppor- 
tunity to thank the Corporation's 
employees and the Board of 
Directors for their commitment 
and continued support of our 
objectives and our programs. 


JV hrccp— 


Georges C. Clermont, Q.C. 
President and Chief Executive 
Officer 


EASURING UP 


In 1994/95, Canada Post began 
its transition from an organization 
with an operational focus to a 
customer-driven one. To help 
guide the Corporation through 
this important process of change, 
a number of objectives were 
identified and a series of major 
initiatives were put in place to 
support these goals. All programs 
are closely monitored to provide 
which 


benchmarks against 


progress can be measured. 


Employees play key role 

A new era of employee relations 
has started at Canada Post. The 
sustained efforts over the year by 
the Corporation to improve its 
communications with employees, 
as well as to involve them in a 
meaningful dialogue about the key 
issues that our business is facing, 
are bearing fruit. The founding in 
1994/95 of the Canada Post 
Learning Institute provides a focal 
point for all training activities by 
providing employees with new 
skills to meet the challenge of a 
rapidly changing business. 
Another important step in the 
Corporation’s renewal process 
has been the introduction of 
Reinventing the Post, a program 
that allows employees to critically 
assess its services, processes 
and procedures. This program 
taps into the Corporation’s great- 
est resource: its employees. 
Combined with local recognition 
programs, it has channeled the 
experience and creativity of 


employees as they set the new 


course for a revitalized and more 


competitive corporation. 


With an increase in constructive 
dialogue and a heightened aware- 
ness of what is at stake in this 
highly competitive environment, it 
is more than coincidence that 
Canada Post and its employees 
concluded collective agreements 
without service disruptions and 
that the level of grievances has 
been significantly reduced in the 
past year. 


Customer first 

Canada Post has launched a num- 
ber of initiatives that recognize 
customer satisfaction as key to the 
Corporation’s future success. Most 
notable were the expansion of 
the motorized mail couriers to 
30 delivery centres across Canada; 
the opening of a business centre in 
Calgary that is designed to cater 
specifically to the needs of small 
and medium-sized businesses; a 
retail renewal project to renovate 
and equip corporate outlets across 
the country with the latest point- 
of-sale equipment; and numerous 
technological innovations to 
improve the efficiency and reli- 
ability of mail processing. 


Getting closer to the customer and 
enabling employees to participate 
more fully in decision-making is 
the thrust behind a major reorgani- 
zation of Canada Post which start- 
ed in 1993/94 and continued in 
1994/95. This initiative will greatly 
assist the Corporation to reduce the 


overlap of responsibilities between 
head office and operations and 
to give employees more control 
over decisions that directly impact 
customer service. 


Services in step with customers 

In order to meet the needs of its 
customers, Canada Post must con- 
tinue to improve the responsiveness 
of its core service offerings, which 
include lettermail, parcels and 
courier. It is also imperative, as the 
distribution of information or mes- 
sages is redefined through the rapid 
advancement of new technologies, 
that Canada Post not only be in 
step with new developments, but 
that it plays a leadership role in 
defining these new technologies 
and customer interfaces. 


The Corporation continues to 
actively support such develop- 
ments, through an interactive tele- 
vision pilot project, known as UBI, 
which will allow customers to order 
products, pay bills and receive 
personalized electronic mail in the 
comfort of their home. Canada Post 
is also involved in new initiatives 
that will assist governments in 
providing a broad range of services 
to their constituents. 


While it is continuously seeking 
ways to meet its customers’ needs, 
Canada Post has nonetheless 
aggressively undertaken a major 
streamlining of its service offerings 
and rate structure. Canada Post is 
committed to making it easier to do 
business with the Corporation. 


Financial performance 

Business growth and the inclusion 
of a full year of Purolator Courier’s 
business resulted in revenue 
growth exceeding that of last year. 
Anticipated rate increases for regu- 
lated postal services were delayed; 
however, costs increased due to 
business expansion and previously 
negotiated wage rate increases in 
excess of inflation. Consequently, 
the Corporation incurred a net loss 
of $69 million in 1994/95, com- 
pared to a planned loss of $47 mil- 
lion. The loss was $201 million 
less than the previous year. 


Despite the growth in Canada Post's retail 
network, the increase in its total points of delivery 
and this country’s great logistic challenges, 
the Corporation maintains a consistently 
high service performance standard. 


—, ec cc > | SERVICE PERFORMANCE 
ACHIEVEMENT 


Percentage of properly 
prepared letters mailed in 
and delivered to the same 
major urban centre within 
two business days 


91/92 92/93 93/94 94/95 
96% 98% 98% 97% 
Oa < SERVICE PERFORMANCE 

ACHIEVEMENT 
Percentage of properly 
prepared letters mailed 
between major urban 
centres within the same 
province and delivered 
within three business days 

91/92 92/93 93/94 94/95 

96% 98% 98% 97% 


COW! — arr ear nrinimaeaeomny < SERVICE PERFORMANCE 
ACHIEVEMENT 


Percentage of properly 
prepared letters mailed 
between major urban 
centres in different 
provinces and delivered 
within four business days 


91/92 92/93 93/94 94/95 
96% 99% 98% 97% 


a POINTS OF DELIVERY 
(in thousands) 


Total number of locations, 
residential, institutional, 
governmental and commer- 
cial, where Canada Post 
provides daily delivery 


90/91 91/92 92/93 93/94 94/95 
11,453 11,693 11,930 12,162 12,344 


<i NETWORK GROWTH 


Total number of retail points 
of purchase where Canadians 
can obtain stamps and a 
range of postal services 


TE 


nn ee 
90/91 91/92 92/93 93/94 94/95 
W229 18,228 18,645 18,738 18,567 


6:00 


Following all-night 
sortation, lettermail 
is delivered to a 
letter carrier facility 
for the morning 
delivery. 
Time-committed 
mail is also pre- 
pared for morning 
delivery to the 
customer. 


8:00 


Motorized Mail 
Couriers (MMCs), 
letter carriers and 
Priority Courier 
personnel begin 
their daily route. 
Working within a 
specific zone, 
MMCs transport 
relay bags, clear 
street letter boxes, 
pick up mail and 
deliver it. This high 
frequency of inter- 
action will provide 
customers with a 


familiar face to 
access other postal } 


services. 


10:00 


Letters mailed by 
Large Volume 
Mailers (LVMs) 
begin arriving at 
plants for mecha- 
nized processing. 
These will be 
dispatched in 
bulk to various 
destinations 
across the country 
for delivery. 

City street letter 
box pickups begin. 


BUSINESS TO SERVE ... 24 HOURS A DAY 


12:00 


Throughout the 
day, small and 
medium-sized 

businesses access 


a wide range of : 


resources at the 
Corporation’s 
Business Centre in 
Calgary. Here, they 
can match Canada 
Post’s services and 
mail distribution 
experience to their 
specific needs to 
improve their busi- 
ness development 
and increase the 
cost-effectiveness 

- of their mailings. 
A new Business 
Centre will open 
in London, 
Ontario, in 1995. 


14:00 


Beginning mid- 
afternoon, mail 
from the U.S. and 
around the world 
arrives at various 
airports. This mail 
is then integrated 
into the processing 


16:0 


The rush is 
for Mail Ser 
Couriers (MS 
to pick up Prio 
Courier items fi 
various busir 
offices. These ' 
be sorted and 
patched to cen 
across the cou 


mail for overni 
processing by 
mail cent 


20:00 


U.S. mail continues 
to arrive at airports 
and 1s blended into 
Canadian time- 
committed mail 
or delivery. Postal 


Millions of 
ieces of mail 
n to pour into 
mail process- 


vee besecececvessesussccevccsescevecss 


\ipment over 
ints the stamp 

h that day’s 

ate and the 
ti of origin. 
: A Video 
nding System 
\2S) generates 


en carries these 
pieces overnig 
| proper desti- ‘ 
Jion codes for 
‘mail that can 
)be read by an 
delivery to other 

cities and VES 
activities continue. 


(tical scanner. 


ler (MLOCR) 
‘ch sorts them 


(rding to their 
ate destina- 

at a rate of 

() pieces 
hour. 


22:00 


Time-committed 


mail, such as 


XPRESSPOST, is 


dispatched on 


the first available 
flight to its city 


of destination. 
VES activities 
continue. 


radienne des postes 


eRe Renee a neon ene Py a 


24:00 


Postal clerks bundle 
mail sorted by 
Letter Sorting 

Machines (LSMs). 
LSMs prepare mail 
according to an 
individual letter 
catrier’s route at 
the rate of 15,000 
letters per hour. 
This activity will 
continue throughout 
the night. 

Video encoding of 
improperly coded 
mail continues. 


2:00 


Same-city VES 
activities end for 
this cycle. All 
coded mail is in the 
system for sortation 
to specific mail 
delivery routes. 
Mail destined for 
regional delivery is 
sorted throughout 
the day and into the 
early evening. 


SeScSUSbaaweEsielewceedieatenisussavevitsareencbesnnvessscsecreoene 


4:00 


Postal clerks bun- 
dle pre-sorted mail 
for early-morning 
delivery to postal 
stations. A fleet of 
trucks moves the 
mail directly from 
the processing 
plant’s dock to 
the various postal 
stations. 


As customers’ needs 
change and new tech- 
nologies emerge, the 
Corporation must take a 
nard look at its current 
role, its competition and 


its future business. In a 


iajor effort to find 
answers to these tough 


questions, management 


and labour are working 


closely to redefine 


Canada Post and set its 
new course into the 

21st century. Through 
work groups, brain- 
storming sessions and 
new project initiatives, 
employees at all levels of 
the Corporation are 
working together to 


Reinvent the Post. 


CLIMATE OF CHANGE 


“EMPLOYEES ARE LEADING 
THE CHANGE at Canada Post. 


Employees lead change to 
Reinvent the Post 


The keys to success in pro- 
viding superior customer 
service are knowledgeable 
and responsive employees. 
To meet those requirements, 
Canada Post Corporation 
invited its employees to 
undertake specific programs 
over the year which were 
designed to establish stronger 
links between its employees 
and its customers. 


The cornerstone of this 
effort is the Reinventing the 
Post program, where teams 
made up of employees from 
all levels of the Corporation 
were established to look at 
how to grow core services: 
lettermail, parcels and 
courier. Employees were 
also asked to identify future 
opportunities in the elec- 
tronic mail business, and 
to simplify processes and 
rate structures to make it 
easier for customers to do 
business with Canada Post. 
Employees are leading this 


process which will dramati- 
cally change the way the 
Corporation now serves its 
customers. Also, a change 
management team was 
established to assess the 
existing corporate culture 
and to explore new ways 
that could transform it to 
meet both employee and 
customer expectations. 


To encourage employee 
involvement, a dedicated 
1-800 number and an e-mail 
address were established for 
employees to send in their 
comments and suggestions. 
When these ideas are 
accepted, employees are 
often invited to lead the 
process. By the end of the 
fiscal year, over 2,000 
comments and suggestions 
were received from some 
1,000 employees. 


Learning Institute repre- 
sents a major investment 


To help employees make the 
transition to a more Cus- 
tomer-focused organization, 


what our customers 


Canada Post launched the 
Learning Institute in June 
1994. This $56 million 
annual expenditure will 
triple the training invest- 
ment. To guide it in its 
progress, the Corporation 
established an independent 
external Board of Governors 
which includes representa- 
tives of Queen's University 
and the Ecole des Hautes 
Etudes Commerciales. 


Under the Learning Institute, 
Canada Post launched a 
new customer satisfaction 
program called Service Plus, 
the largest training initiative 
ever undertaken by the 
Corporation. It was intro- 
duced to 900 employees 
and 100 supervisors in six 
locations last fall and is 
now being extended to 
all employees. More than 
600 employee program 
leaders have been recruited 
and trained to deliver 
Service Plus. 


The Manitoba commu- 
nity of Springstein trans- 
formed its community 
mail box mini-park by 


sheltering the units inside 


an attractive gazebo. 


Renewed spirit of 
cooperation 


Canada Post is also working 
with employees to help 
promote a healthy balance 
between work, personal 
development and family 
responsibilities. To this end, 
the Corporation has worked 
closely with employees to 
review peak mail volumes, 
mail processing procedures 
and staffing requirements 
with a view to redistributing 
work hours from nights to 
days and reducing weekend 
work, particularly through 
the summer months. This 
cooperative effort between 
the Corporation and its major 
union has resulted in a trans- 
fer of 1,000 mail processing 
employees from night to day 
shifts, without compromising 
the efficiency or productivity 
of operations. 


Canada Post’s 1994/95 
absenteeism rate averaged 
9.9 days per employee. This 
represents a cost of some 
$55 million. In three of our 
five operating divisions, we 


are close to the Statistics 


Canada labour force aver- 
age. Injury and accident pre- 
vention, work environment 
improvements, and atten- 
dance recognition programs 
are in place to address the 
need for improvement, par- 
ticularly in our Eastern and 
Atlantic regions. 


Other joint projects which 
have been successful 
include cost reductions 
related to the repatriation of 
externally contracted work 
and the development of a 
flexible Workplace Options 
Program which includes 
provisions for a reduced 
work schedule or special 
leaves. The first program has 
provided employees with 
more job security and 
opportunities within the 
Corporation, while the sec- 
ond initiative has resulted in 
greater flexibility in adjust- 
ing work schedules to our 
employees’ particular family 
or health circumstances. 


This renewed spirit of coop- 
eration was evident in the 
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signing of collective agree- 
ments with the Corporation’s 
major unions without 
service interruptions to 
our customers. Agreements 
were signed with the 
Canadian Union of Postal 
Workers, the Public Service 
Alliance of Canada, the 
Canadian Postmasters and 
Assistants Association and 
the Association of Postal 
Onmicialsamnet 


Coincident with improved 


@anacar 


dialogue, the Corporation 
has seen its workplace griev- 
ances drop by 34% in the 
last year. 


Canada Post’s recognition 
of its employees continued 
in 1994/95 through its active 
support of the Heritage 
Club, representing long- 
service and retired employ- 
ees, the Golden and Silver 
Postmark Awards, the Bravo! 
employee recognition pro- 
gram, the employee sugges- 
tion and assistance programs 
and the continued funding 
of scholarships for the chil- 
dren of employees. 


Canada Post recognizes 
that in a highly com- 
petitive environment, 
customer service 1s 
critical to its growth. 

To meet its objectives, 
Canada Post has combined 
in a seamless fashion the 


latest in high-speed and 


accurate mail handling 
technologies, three effi- 
cient customer call centres 
to handle customer 
queries, and a compre- 
hensive national customer 
support team. This 
approach is designed to 
provide Canadians 

with a full-service mail 
delivery system anywhere 


in Canada and abroad. 


Lana -Yaciuk 
on 


ELIVERING CUSTOMER SERVICE 


“CUSTOMERS HAVE TOLD US 


Mail Service Couriers 
put new face to customer 
service 


Canada Post launched a 
number of initiatives in 
1994/95 that recognize cus- 
tomer satisfaction as the key 
to the Corporation’s future 
success. Most notable was 
the expansion of motorized 
mail couriers (MMCs) to 23 
municipalities across Canada. 
MMCs regroup a large number 
of functions which were previ- 
ously undertaken by a variety 
of units. Now, MMCs take on 
mail collection and delivery 
within a given sector; they 
transport relay bags, clear street 
boxes, pick up mail and deliver 
it. For customers, this means 
dealing with the same person 
on a day-to-day basis — 
putting a face to the 
Corporation’s Customer service 
commitment. 


In a one-year pilot project, 
undertaken in conjunction 
with the Canadian Union of 
Postal Workers, a group of 
MMCs at the Corporation's 


Stoney Creek Mail Process- 


ing Plant in Hamilton, 
Ontario, took on the added 
responsibility of regular cus- 
tomer contact. Under this 
program, MMCs received 
sales training and the appro- 
priate tools to provide cus- 
tomers with a more person- 
alized service. 


Providing small and 
medium-sized businesses 
with an edge 


The Corporation launched 
a Business Centre in Calgary 
to provide small and 
medium-sized businesses 
with superior service and 
increased value. The Centre 
is home to Canada Post's 
commercial sales represen- 
tatives who specialize in 
helping smaller businesses 
find the right services for 
their needs. It incorporates a 
sales office, a demonstration 
centre for new technology, a 
reference library and a con- 
ference/seminar facility. 
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The Business Centre show- 
cases all of the Corpora- 
tion’s services including 
GeoPost Target Marketing, 
OMNIPOST, MediaCard and 
Admail. The Centre also 
offers value-added services 
such as desktop publishing 
to assist customers with their 
communication and promo- 
tional requirements. The 
Centre is located next door 
to a full-service postal retail 
outlet, and customers can 
obtain any postal service, 
as well as photocopying, 
facsimile, packaging and 
general office supplies. The 
concept will be extended to 
other locations in 1995/96. 
For smaller companies requir- 
ing information on Canada 
Post business support ser- 
vices, the Corporation has set 
up a 1-800 Business Hotline. 


Retail network focal point 
of community 


Canada Post has the largest 
retail network in Canada 
with approximately 18,500 
corporate outlets, franchise 


Georges C. Clerniont 


Canada Post has taken 
every opportunity to 
increase its daily contact 
with residential, commer- 
cial and institutional 
customers by providing 
small and medium-sized 
businesses with expert 
advice on targeting their 
markets; by assisting 
customers to choose the 
most timely and cost- 
effective solution to 
their mail and parcel 
distribution activities, 
and by providing better 
service to its retail 
counter customers with 
refurbished facilities, 
improved service signage 


and ... a smile. 


COMPLETE 


Bt VANDROO, 


Carrier Ken Brown, on 

his daily round through a 
Calgary suburb. Ken won 
a Silver Postmark Award 
for Customer Service, for 


service above and beyond 


the call of duty. 


outlets and stamp shops 
conveniently located across 
the nation. Over the past 
several years, the Corporation 
has made a concerted effort 
to expand this network and 
bring its customers increased 
convenience and improved 


Services. 


In 1994/95, Canada Post 
initiated a service improve- 
ment program involving 


11 offices in New Brunswick 


which were renovated and 


equipped with sophisticated 
point-of-sale equipment. 
These outlets also provide 
other value-added services 
such as faxing, photocopy- 
ing and packaging material. 
This program will be 
expanded in 1995/96. 


Listening to our customers 


One of the most effective 
ways for Canada Post to 
keep in touch with its 
customers is through an 
open dialogue with the 
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Postal Service Customer 
Councils and the Better 
Business Bureaus. Eight 
regional councils, made 
up of community leaders, 
are independent consumer 
awareness and advocacy 
groups who monitor and 
review postal issues. Their 
counsel and recommenda- 
tions are useful in strength- 
ening the Corporation’s links 
with its customers and the 
community. 


EETING OUR CUSTOMERS’ NEEDS THROUGH INNOVATION 


“WE’RE SIMPLIFYING OUR 
PROCESSES *° RATE STRUCTURES 
so that when CUSTOMERS 


come to us, we give them 


During the year, Canada 
Post continued to develop 
innovative services that 
meet current and emerging 
needs of its customers. 


GeoPost Target Marketing, 
for instance, is an innovative 
computer-based tool designed 
to support the efforts of 
businesses involved in direct 
marketing. By providing 
accurate demographic pro- 
files on any region in Canada, 
GeoPost Target Marketing 
is instrumental in targeting 
a business’ direct marketing 
dollars where they will be 
most profitable. 


PromoMedia is another ser- 
vice launched in 1994/95 
which supports the Corpora- 
tion’s business customers. 
Working from a customer’s 
Camera-ready artwork, 
Canada Post determines 
the optimum target market, 
arranges the printing, pre- 
pares and handles the mail- 
ing, whether it is local, 
provincial or national. 


EXACTLY 


During the last fiscal year, the 
Corporation also launched 
SkyPak, an international 
courier service with next- 
day delivery guaranteed 
to over 1,000 cities in the 
United States and to another 
200 cities worldwide by the 
designated day. SkyPak is 
the only courier service that 
delivers to post office boxes 
in the United States. 


Other initiatives launched 
during the year include a 
new Canadian postal money 
order with a full complement 
of security features; an auto- 
mated dispatch system for 
Priority Courier; and menu 
boards at all retail outlets 
so that customers can, at a 
glance, determine which 
services are available at that 
location. 


Technology paves way for 
service enhancements 


This year, Canada Post has 
finalized the installation of 
the latest mail processing 
technology in all of its 
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major mail processing 
plants. This included Multi- 
Linemeepircam Character 
Readers (MLOCRs) and the 
on-line Video Encoding 
System (VES). MLOCRs have 
the capacity to read civic 
addresses, as well as postal 
codes, and can handle 
32,500 pieces of mail per 
hour. With the video encod- 
ing system, video images of 
addresses that cannot be 
read by the MLOCR are 
captured by computer for 
recall on a video screen. 
properly 
encodes the letter and it is 


The operator 


returned to mail processing, 
bypassing slower manual 
sortation. 


Canada Post has joined the 
Province of New Brunswick 
and NBTel as a major player 
in the NB 9-1-1 emergency 
response project. The 
Corporation is assisting in 
developing province-wide 
civic addressing that will 
make it easier to locate and 
respond to emergency calls 
from all New Brunswick 


Changing needs, changing 
times, Canada Post is in 
step with its customers. 
Through the integration 
of new products, new 
systems and new proce- 
dures, the Corporation 
can meet its commercial, 
retail and residential 


customers’ changing 


needs. By combining 
powerful computer 
applications, such as 
GeoPost (right), with 

the latest in optical 
scanning mail processing 
equipment and distri- 
bution centres like 
Winnipeg’s Mega Depot 
(above), Canada Pos 
can provide its customers 
with more opportunities, 


quicker response times 


and more flexibility in 


meeting their objectives 


residents. The new civic 
addressing system will have 
the added benefit of allow- 
ing Canada Post to take 
advantage of the latest tech- 
nological advances in mail 
processing to improve over- 
all delivery service and 
efficiency for customers in 
New Brunswick. 


In 1994/95, the Corpora- 
tion’s expertise in mail pro- 
cessing was consolidated 
into a new service called 
Mailroom Management 
Services. Available to corpo- 
rations, government depart- 
ments and institutions, this 
new offering provides an 
expert assessment of mail 
flows, mail handling sys- 
tems, cost efficiencies, 
outsourcing opportunities 
and mailroom management 
practices. In its first year, the 
Corporation was successful 
in securing 10 contracts 
with some of Canada’s 
largest mailers. 


Canada Post continues 
to market its innovative 
technology and expertise 
to other postal administra- 
tions through its wholly 
owned subsidiary Canada 
Post Systems Management 
Limited (CPSML). During 
the year, CPSML signed con- 
tracts in 20 countries includ- 
ing Germany, Italy, Sweden, 
New Zealand, South Africa 
and Argentina. 


IVING BACK TO THE COMMUNITY 


Canada Post sponsored 


and participated in many 
local and national events, 
coast to coast, in support 
of Canadian arts, culture, 
sports and other expressions 
of national interest during 
1994/95. The Corporation 
endorses the Imagine corpo- 
rate contribution guidelines 
and qualifies as a “caring 
company.” 


Canada Post works actively 
with many other organiza- 
tions in support of literacy, 
its corporate cause of 
choice. This includes major 
corporate programs such 
as the annual Flight sion 
Freedom Awards, which 
recognize excellence in 
literacy activities among 
corporations, organizations 
and individuals across 
Canada. 
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“ov EMPLOYEES HAVE A PROUD 
TRIBUTING 


freely of their TIME and 


Georges C. Clermont 


Last Christmas, more than 
i OO Ose Canadas Ost 
employees helped Santa 
respond to over one million 
letters received from chil- 
dren in Canada and around 
the world in the popular 
Santa Letter-Writing pro- 
gram. Employees also 
participated in Revenue 
Canada’s volunteer income 
tax program. 


In 1994/95, Canada Post’s 
Heritage Club volunteered 
over 65,000 hours in com- 
munity work and services — 
a contribution equivalent to 
over $1,000,000. 


The Corporation also has an 
active Community Involve- 
ment/Coaching Program to 
help fund community-based 
projects that employees 
support. 


Canada Post’s presence 

1 Canada goes well 
beyond the postal services 
provides the general 


public. From its leader- 


The promotion of literacy 


within the family is at the 


core of the Corporation's 


highly successful program, 


the Santa Letter-Writing 


over one million letters 
received from across 


Canada and abroad. 


Vancouver's famous 
landmark, Canada Place, 
is the site of anew mile 
post (below) which sym- 
bolizes Canada Post’s 
involvement in global 
communications and 


provides thousands of 


visitors from around the 


Program. Each year, over 


7p. 


hip in the promotion of 


world with a convenient 


iteracy, to a major public 13,000 employees volun- 


awareness campaign teer thousands of hours stage for a memorable 


related to the Year of the helping Santa respond to photo. 


Family (see stamp issue), 


the Corporation is an 


active partner in the 


community. 


What a unique place to 


1d a Christmas card 


Se 
oO 


from: Christmas Island, on 


SING 
Ap 
ak 


i“ ae ] 2 80 4 km 


1 559 Rm 


Cape Breton Island, N.S. 


Winner of the 1994/95 


# 
ea 


Silver Postmark Award for 


SANTIAGO 


Customer Service, Post- 
| 10,534 km 

master Margaret MacNeil S 

(above), dressed appropri- 


ately for the occasion, 


cancels thousands of 
letters sent to her from 
across the country with a 


unique cancellation stamp. 


MAIL SPOSTE 


Lawes Pe Lapse: Beit wnhatnens Nas yee 


BUSINESS TO SERVE Whether you need 


assistance in building a 


select list of potential 
customers, a targeted 


mailing to one hundred 


thousand customers, the 
delivery status of your 
overnight parcel, a new 
stamp issue for your 
collection, or just to say 
thank you, Canada Post 
has a number for you to 
call. We’re In Business 


to Serve. 


General Business National Sales Northern 
Inquiry Centres Philatelic Offices Services 
Centre 


English: In Calgary 1-800-565-4362 Halifax, N.S. Area offices: 
1-800-267-1177 and London: Quebec, Que. Val-d'Or: 
French: 1-800-260-7678 Montreal, Que. 1-800-668-3841 


1-800-267-1155 
Hearing impaired 
Teletyping: 
1-800-267-2797 
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Ottawa, Ont. 
Toronto, Ont. 
London, Ont. 


Winnipeg, Man. 
Saskatoon, Sask. 
Edmonton, Alta. 


Calgary, Alta. 
Vancouver, B.C. 


Thunder Bay: 
1-807-622-6157 
Winnipeg: 
1-204-987-5548 
Yellowknife: 
1-403-873-3859 
Whitehorse: 
1-403-668-3379 
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OUR FINANCIAL PERFORMANCE 


Consolidated financial results 
for 1994/95 showed improved 
revenue performance from busi- 
ness growth and the full year 
impact of the acquisition of 
Purolator Courier in 1993/94 
(versus four months last year). 
Regulated postal rates remained 
unchanged from the previous 
year; however, there were cost 
increases due to increased vol- 
umes, the increasing size of the 
delivery network and impact of 
previously negotiated collective 
agreements. As a result, the 
Corporation sustained a consoli- 
dated net loss of $69 million for 
the year ended March 25, 1995, 
compared to a planned loss of 
$47 million. This represents a 
reduction of $201 million over 
the prior year’s loss of $270 mil- 
lion, which included a restructur- 


ing charge of $223 million. 


The loss from operations of 
$31 million compared with a 
planned operating loss of $5 mil- 
lion and income from operations 
of $28 million in 1993/94. The 
unfavourable variance to plan of 
$26 million is principally attrib- 
uted to the impact of delayed rate 
increases for regulated postal 
services. Operating income from 
subsidiaries exceeded plan by 


2,9 per Cent. 


Canada Post Corporation 


Revenue from Operations 

Revenue from consolidated 
operations increased to $4,743 mil- 
lion over the prior year result of 
$4,115 million. 

Communications services 
revenue increased by $66 million 
(3.1 per cent) over 1993/94, with 
an increase in volume of 95 mil- 
lion pieces (2.1 per cent). Reve- 
nue and volume increases over 
the previous year were primarily 


for contracted lettermail services. 


Revenue for addressed and 
unaddressed admail increased 
$39 million (6.8 per cent) over 
the prior year, while volumes 
increased by 528 million pieces 
(9.2.per cent), Increased uail 
from large volume mailers con- 
tributed to the increase in volume 
while additional mail preparation 
by large volume mailers con- 
tributed to the reduction in reve- 
nue per piece for addressed 


admail over the prior year. 


Publication mail revenue 
declined $28 million (14.7 per 
cent). The continued reduction in 
government support to the publi- 
cation industry, $25 million in 
the current year, is compounded 
by a reduction of 4.9 per cent in 


volumes, reflecting the over- 
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all decline in the industry in 
Canada. 
increased are venucseOU 
$511 million for goods distribu- 
tion services and volumes of 
62 million pieces over the previ- 
ous year are largely due to the 
inclusion of the Purolator Courier 
results for the full fiscal year. 
Both |Priority, Coumen sand 
Purolator Courier services 
demonstrated good volume 
growth over previous year results. 
Other revenue increased 
$40 million (12.0 per cent) over 
the previous year. Increased 
revenue from foreign postal 
administrations and increases in 
revenue from commercial ser- 
vices contributed to the favour- 


able result. 


Cost of Operations 

Costs of consolidated opera- 
tions were $4,774 million, com- 
pared with $4,087 million in the 


prior year. 


Operating costs exceeded plan 
by $74 million. Increases in mail 
volumes, a change in volume mix 
from plan and delayed restruc- 
turing of property management 
services contributed to the 


unfavourable variance. 


OUR FINANCIAL PERFORMANCE 


Labour costs increased over 
the prior year despite reductions 
in permanent employment over- 
all. Previously contracted wage 
rate increases during the year 
exceeded inflation, contributing 
to increased labour costs. During 
the year CPC negotiated labour 
settlements with all its unions. 
The agreements are consistent 
with the spirit and intent of the 
government policy on wage 
restraint and compensation. The 
contract with the Canadian Union 
of Postal Workers expires in 
fiscal year 1997/98, all other 
contracts expire in fiscal 1996/97. 


Collection and delivery costs 
are now the single largest 
component of CPC’s operating 
costs and represent mostly fixed 
cost of the daily coverage of the 
network of points of access and 
delivery. Additional cost pres- 
sures occurred with the imple- 
mentation during the year of 
letter carrier route restructuring 
associated with the provision of a 
half hour paid lunch negotiated 
as part of the previous collective 
agreement. Variable contracted 
costs for delivery services 
increased over the previous year 
as well, as a result of increased 
volumes and increased points of 


delivery. 


Canada Post Corporation 


Mail processing costs increased 
over the prior year largely due to 
increased processing volumes. 
Efficiency of CPC plant opera- 
tions continued to improve despite 
change in mix requiring more 


processing effort. 


CPC completed the first phase 
of its three-year restructuring 
activities to offset the operating 
cost pressures of the ever increas- 
ing delivery network and mail 
volumes. A total of 984 employ- 
ees in both operating and admin- 
istrative support activities took 
advantage of early retirement and 


termination incentives. 


Other Income and Expense 

Investment and other income 
increased to $5 million from 
$2 million the prior year and 
exceeded plan by $5 million. 
Cash flow was managed cautious- 
ly throughout the year to mini- 


mize short-term borrowing needs. 


Interest on long-term debt 
increased as a result of including 
results of Purolator Courier for a 


full year. 


Capital Investment 
Capital investment for the year 
aggregated $132 million, a reduc- 


tion of $140 million over the prior 
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year and a reduction of $81 mil- 


lion over planned investment. 


Reduced spending for opera- 
tional equipment reflects ongoing 
management initiatives to contain 
spending in all areas..A move 
towards leasing of operating 
equipment to enhance operational 
flexibility has also contributed to 
the reduction in spending. The 
outsourcing of the computing and 
communications network in late 
1993/94 had a further impact on 
reduced capital investment for 
that type of equipment in the cur- 


rent fiscal year. 


Capital investment in pro- 
cessing equipment continued to 
focus on new generation letter 
equipment, mail encoding and 
mail preparation for processing. 
Increased points of delivery con- 
tributed to increases in investment 
for community mail boxes, kiosks 


and postal boxes. 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Years ended March 25 March 26 


(in thousands of dollars) 1995 1994 
Fe SSO SSR SU EC DSN EP STC 


Revenue from operations $4,743,377 $4,115,554 
Cost of operations 4,774,666 4,086,824 
Income (loss) from operations (31,289) 28,730 


Other income (expense) 


Investment and other income 4595 2,394 
Restructuring costs (note 3) — (282,053) 
Amortization of goodwill (6,874) (2,300) 
Interest (note 8) (30,887) (16,964) 

(33,166) (298,923) 
Loss before income taxes (64,455) (270,193) 
Provision for income taxes (note 10) 4,400 197 
Net loss (68,855) (270,390) 
Deficit, beginning of year (288,283) (17,893) 
Deficit, end of year $ (357,138) $ (288,283) 


The accompanying notes are an integral part of these financial statements. 
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CONSOLIDATED STATEMENT OF CASH FLOWS 


Years ended March 25 March 26 
(in thousands of dollars) 1995 1994 
ase Nn RSF SSN SD SATB DS OD ES ST PEE 
Cash provided by (used in) 
Operating activities 
Net loss $ (68,855) $(270,390) 
Items not requiring cash: 
Amortization 181,909 17.939 
Restructuring provision — 223,000 
Loss on disposal of capital assets 268 732 
Accrued termination and post-retirement benefits 56,536 54,884 
169,858 185,765 
Termination and post-retirement benefit payments (25736) (39252) 
Change in non-cash working capital: 
Increase in accounts receivable (1,868) (40,359) 
Decrease in accounts payable and accrued liabilities (130) (6,398) 
Decrease in salaries and benefits (2132) (13,406) 
Increase (decrease) in other non-cash working capital (13,950) 10,620 
126,020 112,940 
Financing activities 
Redemption of preferred shares by subsidiary — (125,000) 
Redemption of and decrease in subordinate notes — (23,806) 
Issuance of senior notes —_ 142,800 
— (6,006) 
Investing activities 
Acquisition of capital assets (131,645) (207,889) 
Proceeds on disposal of capital assets 22,091 148,347 
Business acquisition _ (55,000) 
Increase in long-term investments (14,134) (7,843) 
Increase in segregated cash and investments (28,525) C7149) 
(151,907) (139,534) 
Decrease in cash and short-term investments (25,887) (32,600) 
Cash and short-term investments at beginning of year 30,817 63,417 
Cash and short-term investments at end of year $ 4,930 $ 30,817 


nS a I SS TE ESET TS SET ES TES SES EE IELTS A 
The accompanying notes are an integral part of these financial statements. 
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CONSOLIDATED BALANCE SHEET 


March 25 March 26 
(in thousands of dollars) 1995 1994 


ASSETS 


Current assets 


Cash and short-term investments $ 4,930 $ 30,817 
Accounts receivable 280,695 278,827 
Prepaid expenses 69,677 63,635 
355,302 373,279 

Segregated cash and investments (note 5) 215,819 187,294 
Capital assets (note 6) 1,793,100 1,842,184 
Other assets (note 7) 200,369 210,080 
$2,564,590 $2,612,837 


LIABILITIES AND EQUITY OF CANADA 


Current liabilities 


Accounts payable and accrued liabilities $ 370,749 $ 370,879 
Salaries and benefits 306,139 308,271 
Deferred revenues 72552 1L78s153 
Outstanding money orders 39,662 41,369 
889,102 899,272 

Long-term debt (note 8) | 278,994 278,994 
Termination and post-retirement benefits 398,460 367,682 
Equity of Canada (note 9) 998,034 1,066,889 
$2,564,590 $2,612,837 


The accompanying notes are an integral part of these financial statements. 


Approved on behalf of the Board: Ke, Gl, 


President and Chief Executive Officer Chairman of the Audit Committee 


Canada Post Corporation 26 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(March 25, 1995) 


I, INCORPORATION 

The Corporation was established by the Canada Post Corporation Act to operate a postal 
service on a self-sustaining financial basis while providing a standard of service that 
will meet the needs of the people of Canada. The Corporation is a Crown corporation 
included in Part II of Schedule III to the Financial Administration Act and is an agent 
of Her Majesty. 


2. SIGNIFICANT ACCOUNTING POLICIES 

These consolidated financial statements have been prepared in accordance with gener- 
ally accepted accounting principles. A summary of the significant accounting policies 
of the Corporation follows: 


(a) Consolidation 

The consolidated financial statements of the Corporation include the accounts of 
Canada Post Corporation and its wholly owned subsidiaries, Canada Post Systems 
Management Limited, CINA Holdings B.V. and 2875021 Canada Limited (which 
has a controlling interest in PCL Courier Holdings Inc.). 


Goodwill arising on the acquisition of subsidiaries is amortized on the straight-line 
basis over 20 years. 


(b) Capital assets and amortization 
Land, buildings and equipment transferred from the Government of Canada on 
incorporation were recorded at their fair value at that date, determined as follows: 


Land ¢ market value based on existing use 

| Buildings * amortized replacement cost 

Plant equipment, vehicles, sales * amortized replacement cost or original 
counter and office furniture and cost less estimated amortization 


equipment, and other equipment 


The market value of land and the amortized replacement cost of buildings transferred 
by the Government of Canada were determined by independent appraisals. 


Acquisitions subsequent to incorporation are recorded at cost. 


The Corporation has an agreement with both the National Archives of Canada and the 
Canadian Museum of Civilization to operate, administer and maintain a Canadian Postal 
Archives and a National Postal Museum, respectively, containing philatelic material, 
postal artifacts, a postal library and exhibits that trace the history of the mail and other 
memorabilia. These collections, exhibits and books of undetermined value are not for 
resale and are recorded at a nominal cost. 
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Amortization is provided on the straight-line basis over the estimated useful lives of the 
following assets: 


I 


Buildings 30 and 40 years 
f 
Leasehold improvements Initial fixed lease 


term plus period of 
first renewal option 


Plant equipment 3 to 30 years 
Vehicles (other than passenger and light-duty commercial) 6 to 10 years 
Sales counter and office furniture and equipment 5 to 20 years 
Other equipment 5 to 15 years 


Amortization is provided on the diminishing balance basis at an annual rate of 30 per 
cent for all passenger and light-duty commercial vehicles. 


(c) Deferred development costs 

Costs incurred in the development of new mail services and the retail postal network 
are deferred and amortized on the straight-line basis over the expected period of 
economic benefit. 


(d) Revenue recognition 
Amounts received for which services have not been rendered prior to the end of the year 
are deferred. 


(e) Termination and post-retirement benefits 

Employees are entitled to specified termination benefits, calculated at salary levels 

at the time of termination, as provided under collective agreements and conditions of 
employment. The present value of the projected costs of termination benefits, as deter- 
mined by actuarial valuation, is recorded in the accounts as a long-term liability. Such 
benefits accruing to employees, as well as gains and losses arising from actuarial 
valuation, are included in current operations. 


In addition, the Corporation provides certain health care benefits to eligible retirees. Current 
service costs have been determined by actuarial valuation and included in current opera- 
tions. Past service costs have also been determined by actuarial valuation and are being 

amortized over the expected average remaining service life of the employee population. 


(f) Pension plan 

Employees of the Corporation are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Under present legislation, contributions made 
by the Corporation to the Plan are limited to an amount equal to the employees’ contribu- 
tions on account of current service. These contributions, which amounted to $90,047,000 
(1994 — $89,964,000), are included in current operations. The Corporation is not required 
under present legislation to make contributions with respect to actuarial deficiencies of the 
Public Service Superannuation Account and/or with respect to the Consolidated Revenue 
Fund for indexation payments under the Supplementary Retirements Benefits Act. 


(g) Income taxes 
The Corporation follows the deferral method of income tax allocation. 
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3. RESTRUCTURING COSTS 

In the prior year, the Corporation established a non-recurring restructuring charge 
relating to a multi-year program of network changes to rationalize and consolidate 
facilities and organization. The remaining provision as at March 25, 1995 is 
$80,000,000 (1994 — $223,000,000). 


4. BUSINESS ACQUISITION — PRIOR YEAR 

Effective November 26, 1993, the Corporation’s wholly owned subsidiary, 2875021 
Canada Limited, acquired a controlling interest in PCL Courier Holdings Inc., which 
owns all of the shares of Purolator Courier Limited. The results of operations for PCL 
Courier Holdings Inc. have been included in the Corporation’s consolidated financial 
statements from the date of acquisition. 


5. SEGREGATED CASH AND INVESTMENTS 
The Corporation has segregated certain cash and investments, recorded at cost, for the pur- 
pose only of managing cash flows relating to the employee termination benefits liability. 


6. CAPITAL ASSETS 


(in thousands of dollars) 1995 1994 
aA a a SE OD SEED SILT SaaS PY 
Cost Accumulated Net Net 
amortization 
Land $ 290,294 $ — $ 290,294 $ 289,388 
Buildings 1,160,836 547,899 612,937 650,318 
Leasehold improvements 113,946 42,296 71,650 64,949 
Plant equipment (ESM BiO22 403,469 429,340 
Vehicles 100,766 02-513 8,253 15,714 
Sales counter and 
office furniture 
and equipment 292.537 157,520 (39.087 325145 
Other equipment 408,580 PSaOn 271,479 260,329 
Collection of 
postal memorabilia l — 1 l 
$3,146,651 $1,353,551 $1,793,100 $1,842,184 
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7. OTHER ASSETS 


(in thousands of dollars) 1995 1994 
Goodwill, net of accumulated amortization $130,796 $135,176 
Investment in G.D. Net B.V., at cost 32,638 35,568 
Deferred development costs 17,090 34,061 
Other 19,845 Ze 


$200,369 $210,080 


8. LONG-TERM DEBT 


(in thousands of dollars) 1995 1994 


10 year loan from the Government of Canada $ 80,000 $ 80,000 
due April 1998, interest at 9.705%. 


Non-redeemable bonds maturing March 2016, 55,000 55,000 
interest at 10.35%. 


US$105,000 10 year Senior Notes issued by Purolator 142,800 142,800 
Courier Limited due March 2004, interest at 8.83%, 

principal payments due in equal instalments over 

the last five years of the term. In connection with this 

unguaranteed debt, Purolator Courier Limited has 

given its lenders a security interest in substantially 

all of its assets. Under the indenture, Purolator 

Courier Limited is subject to certain financial and 

other covenants throughout the debt term. 


Purolator Courier Limited entered into currency 

swaps covering all principal and interest payments 

and, as a result, the principal balance has been effectively 
converted to CAN$142,800 at 10.1%. 


Subordinate notes issued by PCL Courier Holdings Inc. 1,194 1,194 
due October 1998, interest at 12.5%. 


$278,994 $278,994 


Interest expense on long-term debt was $28,029,000 (1994 — $15,284,000). 
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9. EQUITY OF CANADA 


(in thousands of dollars) 1995 1994 
TP ea eS AF J PO SE PD ER SET TD TS NN Le OTE EY 
Contributed capital S355, 2 9) SLsoom 72 
Deficit (357,138) (288,283) 
Equity of Canada $ 998,034 $1,066,889 


The Canada Post Corporation Act provides for the establishment of a share capital 
structure. The Corporation is authorized to issue shares to the Government of Canada 
based on the net asset value of the Corporation on the date of the first issue of shares, 
as determined by the Board of Directors, with the approval of the Treasury Board. 


10. INCOME TAXES 

On March 27, 1994, Canada Post Corporation became a prescribed Crown Corporation 
for tax purposes and as such is subject to federal income taxation under Part | of the 
Income Tax Act. 


The tax basis of Canada Post Corporation’s assets was established at an amount that 
exceeded the recorded carrying value. The future benefit related to this excess has not 
been recorded in the consolidated financial statements but will be realized as additional 
tax deductions over a period of years. 


The income tax provision includes the Large Corporations Tax which may be reduced 
by the amount of federal surtaxes payable over the next three years. 


Consolidated tax loss carry-forwards in the amount of $320,000,000 are available to 
reduce future income taxes and will expire by the year 2002. The benefit of these tax 
loss carry-forwards and net unclaimed tax deductions have not been recognized in the 
Corporation’s consolidated financial statements. 


11, CONTINGENT LIABILITIES 

(a) Two complaints have been filed with the Canadian Human Rights Commission 
alleging discrimination by the Corporation concerning work of equal value. The 
Commission is still presenting its evidence before the Tribunal with respect to one 
complaint and has not begun its investigation of the second. The outcome of these 
complaints is not currently determinable. Settlement, if any, arising from resolution 
of these matters, will be recovered in future postal rates (as determined in accordance 
with the Canada Post Corporation Act) and/or from the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. However, such leave 
entitlements do not vest and can be used only in the event of illness. The amount of 
accumulated sick leave entitlements which will become payable in future years 
cannot reasonably be determined. Payments of sick leave benefits are included in 
current operations. 
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12. COMMITMENTS 
The Corporation’s future minimum payments with respect to computing and communi- 
cations utility services as well as facilities and other operating leases with terms in 


excess of one year, are as follows: 


(in thousands of dollars) 


1996 $ 194,087 
1997 171,090 
1998 159,328 
1999 149,713 
2000 130,874 
2001 and thereafter 382,129 

$1,187,221 


(Se SSR SSS SS I EE SE 


13. RELATED-PARTY TRANSACTIONS 
The Corporation had the following transactions with related parties in addition to those 
disclosed elsewhere in these consolidated financial statements. 


(a) Payments on behalf of postal users 

Where Government policy requires the Corporation to provide services at rates less 
than costs to the publications industry, and for Government free mail, literature for 
the blind and Northern air stage services, the Government of Canada compensates the 
Corporation for foregone postage revenue from those sources. Revenues amounting 
to $96,818,000 (1994 — $114,900,000) are included in revenue from operations. 


(b) Property management 

The Corporation has incurred net operating costs of $98,646,000 (1994 — $186,248,000) 
in respect of a real property management arrangement with Public Works and 
Government Services Canada. In addition, capital expenditures amounted to $5,983,000 
(1994 — $7,373,000). 


(c) Other 
The Corporation has other transactions with the Government of Canada, its agencies 
and other Crown corporations in the normal course of business. 


As a result of all of the above transactions, the amounts due from and to these parties are 
$18,194,000 (1994 — $34,415,000) and $93,288,000 (1994 — $80,750,000) respectively. 


14, COMPARATIVE FIGURES 
Comparative figures have been reclassified to conform with the current year’s presentation. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL INFORMATION 


Management and the Board of Directors are responsible for the consolidated finan- 
cial statements and all other information presented in this Annual Report in accordance 
with the Financial Administration Act and regulations. The consolidated financial 
statements have been prepared by management in accordance with generally accepted 
accounting principles and, where appropriate, include amounts based on management’ s 
best estimates and judgements. Financial information presented elsewhere in this 
Annual Report is consistent with that in the financial statements. 


Canada Post Corporation is dedicated to the highest standards of integrity in its 
business conduct as reflected in its key written policy statements. To safeguard 
Company assets, Canada Post Corporation has a sound and dynamic set of internal 
financial controls and procedures that balance benefits and costs. Management has 
developed and maintains financial and management controls, information systems and 
management practices to provide reasonable assurance of the reliability of financial 
information in accordance with the Financial Administration Act and regulations, as 
well as the Canada Post Corporation Act and by-laws of the Corporation. Internal 
audits are conducted to assess management systems and practices, and reports are 
issued to the Management Executive Committee and the Audit Committee of the Board. 


The Board of Directors ensures that management fulfils its responsibilities for 
financial information and internal control principally through the Audit Committee, 
which is composed of five directors, none of whom is an employee of the Corporation. 
The Audit Committee meets regularly to oversee the internal audit activities of the 


Corporation, and at least annually to review the consolidated financial statements and 
the external auditors’ report thereon and recommend them to the Board of Directors 
for approval. 


Each year, the Governor in Council appoints the Corporation’s external auditors. 
Ernst & Young were reappointed for the current fiscal year. They audit the consolidated 
financial statements and report to the Audit Committee as well as the Minister responsi- 
ble for Canada Post Corporation. 


| President and Chief Executive Officer Senior Vice-President and 
Chief Financial Officer 


May 3, 1995 
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AUDITORS’ REPORT 


To the Minister responsible for Canada Post Corporation: 


We have audited the consolidated balance sheet of Canada Post Corporation as at 
March 25, 1995, and the consolidated statements of income and retained earnings and 
cash flows for the year then ended (pages 24 to 32). These financial statements are the 
responsibility of the Corporation’s management. Our responsibility is to express an 
opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assur- 
ance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material 
respects, the financial position of the Corporation as at March 25, 1995, and the results 
of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As required by the Financial 
Administration Act, we report that, in our opinion, these principles have been applied 
on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation and of its wholly owned 
subsidiaries that have come to our notice during our audit of the consolidated financial 
statements have, in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Canada Post Corporation Act and 
the by-laws of the Corporation and its wholly owned subsidiaries. 


Ganet + 


Ottawa, Canada Ernst & Young 


May 3, 1995 Chartered Accountants 
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FIVE-YEAR REVIEW 


(in millions of dollars) 1994/95: 1993/94* += 1992/93 Ss -1991/92 1990/91 
OPERATIONS 

aaa 
Revenue from operations 4,743 4115 3,909 3,804 3739 
Cost of operations 4,774 4,087 3,827 3,905 3,664 
ne 
Income (loss) from operations (31) 28 82 (101) TS 
Per cent of revenue from operations (0.7) % 0.7% Dao (2.7)% 2.0% 
Other income (expense) (34) (298) (56) (27) (61) 
Income (loss) before income taxes (65) (270) 26 (128) 14 
Provision for income taxes 4 — — — — 
Net income (loss) (69) (270) 26 (128) 14 
Return on equity — — 1.9% _ 1.0% 


BALANCE SHEET 


Assets 

Current 355 3/3 291 299 547 
Capital 1,793 1,842 1,884 1,877 1,947 
Other 417 398 319 286 168 


2,565 2-613 2,494 2,462 2,662 
Liabilities and equity of Canada 


Current 889 899 686 682 740 
Long-term debt 279 219 135 135 135 
Termination and post-retirement benefits 399 368 336 333 342 
Equity of Canada 998 1,067 L337 S12 1,445 


2,565 MACS) 2,494 2,462 2,662 


CAPITAL ASSET ACQUISITIONS 


Land and buildings 32 120 38 12 76 
Operating equipment 72 Jails 104 61 156 
Office and other equipment 28 39 38 22 oF, 

132 Pq: 180 95 269 


* 1993/94 figures include the results of Purolator Courier Limited from the effective date on which the Corporation acquired a controlling interest. 
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FIVE-YEAR REVIEW 


1994/95 1993/94 1992/93 1991/92 1990/91 


OPERATING DIMENSIONS 


Revenue from operations by market segment (in millions of dollars) 


Communications market Dad) Drill 2130 2.077 a2t138 
Advertising market . 
Addressed 363 343 341 312 268 
Unaddressed 246 DE SAN 204 187 
Publications 162 190 225 D2, 264 
771 760 a 768 719 
Physical distribution market - 1,382 871* 694 673 620 
Other revenue 373 Bye) 308 286 262 
Revenue from operations 4,743 4,115* 3,909 3,804 2) lee 
Per cent increase 15.3% 5.3% 2.8% 1.7% 4.4% 
Volume by market segment (in millions of pieces) 
Communications market 4,610 4515 4,486 4,498 4,656 
Advertising market 
Addressed 1,431 LSPA 1,286 E240 1,168 
Unaddressed 4,831 4,413 3,967 3,000 Sat 
Publications 429 451 491 519 567 
6,691 6,185 5,744 5,285 4,836 
Physical distribution market 272 210% 180 iS 165 
Total volume 11,573 10,910* 10,410 9,958 9,657 
Per cent increase 6.1% 4.8% 4.5% 3.1% 5.9% 
Employment 
Millions of hours paid 124.7 113.2% 118.4 PAR) i278 
Per cent increase (decrease) 5.5% (0.2)% (2.6)% (4.9)% (2.4)% 
Full-time employees | 50,240 49,913* 44,683 46,666 49,046 
Part-time employees 12,336 LZ 905 eel O ea 10,574 10,114 
Total employees 62,576 62,878* 55,414 57,240 59,160 


Matt NETWORK 


Retail points of access 18,567 18,738 18,645 18,228 i229 
Per cent increase (decrease) (0.9) % 0.5% 2.3% 5.8% 2.9% 
Points of delivery (thousands) 12,344 2562 11,930 11,693 11,453 
Per cent increase 1.5% 1.9% 2.0% 2% 2.3% 
Pick-up points (thousands) 884 870 856 838 783 
Per cent increase 1.6% 1.6% 2.1% 7.0% 2.0% 


: i 993/94 figures include the results of Purolator Courier Limited from the effective date on which the Corporation acquired a controlling 
interest. 
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CANADA Post's 
MiIssION 


We are in business to 
serve all Canadians, 
businesses and organiza- 
tions, through the secure 
delivery of messages, 
information and pack- 
ages to any address in 
Canada or the world, 

at a level of quality 

and value that makes 
customers want to repeat 


the experience. 
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This product contains 
50% recycled material, including 


20% post-consumer material. 


CORPORATE PROFILE 


CANADA POST CORPORATION: 

PROVIDING UNIVERSAL ACCESS 

Since Confederation, Canada’s postal service 
has been the cornerstone of the country’s 
national infrastructure — supporting and 
encouraging economic activity and providing 
a vital communications link between 

all Canadians. 


From the beginning, the postal system has 
differed from all other communications and 
distribution media because of its accessibility 
to all Canadians. Canada Post Corporation’s 
commitment to universal access, unique 
within Canada, is still the heart and soul of 
the Corporation. 


Today, Canada’s postal network is highly 
respected throughout the world and 
encompasses a highly sophisticated collec- 
tion and delivery system. The Corporation 
delivers a universal service based on quality 
and reliability in a country that confronts 
many challenges, including low population 
density, great distances and a harsh climate. 


These challenges make Canada Post 
Corporation strong. They also require 
that its employees be flexible, innovative 
and, above all, driven by the voice of the 
customer. Canada Post Corporation is 
“In Business to Serve.” 


MEETING THE NEEDS OF CANADIANS 

Canadians entrust 11.8 billion letters and 
parcels to Canada Post each year — an aver- 
age of 46 million pieces every business day 
— with the rightful expectation that their 
needs as individuals and businesses will be 
served equitably and expeditiously. 


To meet this challenge, the Corporation 
has developed an extensive network of 
18,500 retail points of access. There 
are 900,000 points for mail to enter the 
postal system. 


Mail is processed through a sophisticated 
network of 22 plants using advanced mail 


processing technology. Mail is delivered to 
nearly 12.5 million addresses using one of 
the largest transportation fleets in Canada 
— over 6,300 vehicles that log 350,000 kilo- 
metres each business day. Canada Post adds 
about 200,000 new addresses to its network 
every year. 


Lettermail is delivered to exacting perfor- 
mance standards measured by an indepen- 
dent body and made public annually. Canada 
Post was the first postal administration in the 
world to undertake this initiative — a practice 
many other postal services now follow. 


BRINGING CANADA TO THE WORLD : 
Canada Post’s “In Business to Serve” philoso- 
phy extends beyond our national borders. 
The Corporation plays an active role in 
organizations such as the International Post 
Corporation, an association of the world’s 
leading postal administrations, to ensure 
that mail for international customers is 
delivered to the highest possible standards. 
The Corporation despatches some 17 million 
kilos of mail to international destinations 
annually and has experienced an annual 
growth rate of approximately three per cent 
in recent years. 


SUPPORTING JOBS AND BUSINESS IN CANADA 
Canada Post and its subsidiary, Purolator, 
employ 63,478 full- and part-time employees 
and generate annual revenues of more than 
$4.9 billion. The Corporation’s impact on 
the Canadian economy is as significant as 
its size would suggest: CPC estimates that 
another 70,000 jobs result directly from 

its activities and that many more jobs, many 
of them skilled, are indirectly created by 

its activities. 
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_ REVENUE 
_ FROM OPERATIONS 


E Billions of dollars 


= 91/92 92/93 93/94 94/95 95/96 
— 38 89 41 47 4.9 


_ INCOME (Loss) 


FROM OPERATIONS 
Millions of dollars 


91/92 92/93 93/94 94/95 95/96 
(101) 82 28 (31) 70 


VOLUME 
Billions of pieces 


91/92 92/93 93/94 94/95 95/96 
10.0 10.4 10.9 11.6 11.8 


NET INCOME (Loss) 
Millions of dollars 


91/92 92/93 93/94 94/95 95/96 
(128) 26 (270) (69) 28 


HIGHLIGHTS 


Canada Post 
processed 11.8 billion 
pieces of mail in 
1995/96, an increase 
of 190 million pieces 
over the previous 
year. Revenue 

from operations 
reached $4.9 billion, 
an increase of 

$206 million 

over 1994/95. 
Consolidated net 
income for the year 
was $28 million, 

a turnaround of 

$97 million over 

last year's loss of 


$69 million. 


MANAGEMENT OVERVIEW 


“Having met both our financial and service 


targets and experienced modest volume 


growth, we feel we are making the transition 


‘0 a customer-driven organization that is truly 


ass to Serve.” 


orges C. Clermont and André Ouellet 


MOVING FORWARD 

In many ways, 1995/96 represents a major turn- 
ing point in the 15-year history of Canada Post 
Corporation. Having met both our financial and ser- 
vice targets and experienced modest volume growth, 
we feel we are making the transition to a customer- 
driven organization that is truly “In Business to Serve.” 


Revenue from operations of $4.9 billion grew 
4.3 per cent over the previous year, generating income 
from operations of $70 million or 1.4 per cent of reve- 
nue, a significant improvement from the negative 
0.7 per cent reported last year. The reported net 
income for the year was $28 million — a 2.8 per cent 
return on equity. Furthermore, we generated $54 mil- 


lion of cash flow versus a prior year usage of $26 million. 


This financial improvement is due primarily to 
sustained efforts to reduce and better manage our 
costs. To achieve this goal in 1995/96, we continued 
to reduce administrative and management expenses, 
concentrated our efforts on only those initiatives that 
met stringent payback objectives, and focused our 
attention and expenditures on core business activities. 
The role that our employees played to identify cost 


savings has been particularly important and appreciated. 


The Corporation’s improved financial perfor- 
mance was also due to an increase in the basic letter 
rate and to competitive adjustments for a number of 
commercial products. We experienced modest volume 
growth, the direct result of aggressive and targeted 
marketing to our business customers, and improved 
invoicing and revenue-tracking practices. 


Canada Post’s key objective is to become our 
customers’ supplier of choice. This means listening 
and responding, redefining our organization to meet 
customers’ current and future needs. To meet this 
goal, we focused much of our attention during the 
year on giving employees a stronger voice within the 


Corporation, tapping their creativity and experience to 
help bring us closer to our customers. 


Initiatives involved encouraging a team approach 
to problem solving, investing heavily in training to give 
employees the tools they need to work in a constantly 
changing, competitive environment, and decentralizing 
decision-making to give employees more authority to 
meet customer needs. 


All these initiatives have a common goal: to make 
employees full partners and participants in the future 
success of this company. 


This renewed spirit of cooperation comes at a 
critical time in the Corporation’s history. During the 
year, the Government of Canada launched a review of 
our mandate, first established in 1981. 


We welcomed this review because it gave us an 
opportunity to examine publicly all issues related to 
the very heart of our mission, which is to maintain a 
universal and affordable postal service for all 
Canadians. 


Canada Post’s position is clear: a universal and 
affordable postal service is a vital contributor to a 
healthy and prosperous Canadian economy. Small and 
medium-sized enterprises, in particular, depend on our 
collection and distribution network to support their 
business growth. To maintain a network that can sup- 
port the communications needs of Canadians, we must 
remain financially viable, without resorting to subsidies 
by Canadian tax dollars, a position we have enjoyed 
since 1988. 


Our national network was built expressly to 
deliver lettermail to every business and home address 
in Canada. Unfortunately, the growth in lettermail 
volumes has been modest for the past several years 
and we expect this trend to continue. 


Our efforts to control costs and improve effi- 
ciencies have allowed us to keep lettermail prices well 
below inflation, so that Canadians continue to enjoy 
one of the lowest basic letter rates among major indus- 
trialized countries. Keeping the price of postage low 
has been accomplished despite the obstacles we face 
moving mail in a country as vast as ours, the addition 
of approximately 200,000 new addresses to our delivery 
network each year, and competition from electronic 
messaging and couriers. 


The challenge, therefore, is to maximize the net- 
work by using it to distribute a full range of compatible 
services. To do so, we are exploring new ideas such as 
delivering government services through more than 
18,500 postal retail points of access. This delivery ser- 
vice would also include access to our extensive E-mail 


and other electronic networks. 


A recent survey showed that 91 per cent of 
Canadians like the fact that they can send a letter to 
any place in Canada, no matter how remote, fora 
uniform price. As well, 75 per cent said they strongly 
support our expansion into other businesses and 
recognize that if we are forced to carry only lettermail, 
we will not be financially viable in the future. 


Nevertheless, we acknowledge that we still have 
a lot of work to do to generate necessary profits and 
remain competitive. We are looking to constructive 
collaboration within Canada Post, with our unions and 
with the federal government to achieve these goals. 


It is with a genuine sense of accomplishment that 
we look back on 1995/96 — pride in the renewed 
determination and commitment of Canada Post 
employees to put our customers first. We believe, as 
our employees do, in the future of this company as a 
truly vital Canadian institution with one fundamental 
purpose — to provide all Canadians with a reliable and 
affordable communications link within the country and 
around the world. 


Canada Post’s Chairman, 
André Ouellet (centre), 

and President and 

Chief Executive Officer, 
Georges C. Clermont (right), 
visit a retail postal outlet 
staffed by Louise Bourgon 


and Marcel Lecuyer. 


We are also truly fortunate to have an active and 
committed Board of Directors which has provided 
advice and guidance as we continue to make the transi- 
tion to a customer-driven organization. On behalf of all 
the employees at Canada Post, we extend to them our 
thanks for their continued support and shared commit- 
ment to our objectives and programs. 


Our commitment is to be “In Business to Serve” 
our customers through the provision of reliable 
postal service at a uniform price. This commitment 
to customer service helped us to meet our service 
and financial targets in 1995/96, and we look forward 
with confidence to positive results in 1996/97. 


/ { 
paneer e 
Honourable André Ouellet, Georges C. Clermont, 
PG.O.G: Q.C. 


Chairman of the Board President and Chief 
of Directors Executive Officer 


MEASURING UP 


Canada Post Corporation has estab- 
lished a number of fundamental objectives 
to help guide it and act as benchmarks 
against which to measure its progress. 
Initiatives to improve customer and 
employee satisfaction were undertaken 
in 1995/96 to ensure these objectives 


were met. 


GIVING EMPLOYEES A STRONGER VOICE 

Giving employees a stronger voice 
in the future direction of Canada Post 
Corporation was a key priority in 1995/96. 
During the year, the Corporation solicited 
and acted upon many of the 6,000 sugges- 
tions made by employees. A major training 
initiative called Service Plus, designed to 
foster a customer-focused culture, was con- 
tinued and a Career Network developed 
to help employees plan and achieve their 


career goals. 


Based on two successful pilots, a major 
initiative was launched in nine of our largest 
mail processing plants to start the journey 
toward a continuous improvement work 
environment. The initiative is designed to 
improve employee satisfaction, external 
and internal customer satisfaction and oper- 
ating effectiveness through a team-based, 
customer-oriented, participative workplace. 
The initiative introduced “CPC Team Skills,” 
a set of communication and problem- 
solving tools. This common language forms 
a solid foundation for process improve- 


ment. The initiative resulted in many 


local and national changes to improve the 


efficiency and quality of service. 


Employees are also asked for their 
ideas and input before new technology 
is introduced. For example, employees 
helped to evaluate and test state-of-the-art 
flat sorting equipment installed in three 


major plants this year. 


FOCUSING ON CUSTOMERS 

Canada Post continued with a num- 
ber of initiatives designed to bring the 
Corporation closer to the customer. This 
included the addition of a new business 
centre in London, Ontario, and the up- 
grading of three retail outlets in Laval, 
Ste-Foy and Longueuil, Quebec, with prod- 
ucts aimed at small and medium-sized busi- 
nesses. Some corporate outlets were also 
renovated and equipped with new mer- 


chandising aids to display retail products. 


SIMPLIFYING BUSINESS PRACTICES 
AND PRODUCTS 

Surveys showed that some customers 
find it difficult to do business with the 
Corporation because of its complex prod- 
ucts and procedures. In response, a Business 
Simplification Team was put in place to 
recommend a series of changes including 
simplified forms, more straightforward 
insurance offerings, and a flexible claims 
policy. For example, the team developed a 
single customer request and manifest form 


for all goods and distribution services. 


BUILDING COMMUNICATIONS BRIDGES 
Introducing new services to ensure 
universal access to electronic messaging 
for all Canadians, regardless of their tech- 
nological ability or means, continues to 
be a major priority. One notable example 
in 1995/96 was the launch of Hybrid Data 
Interchange® services which allow busi- 
nesses or governments to communicate 
electronically with suppliers, customers 
and the general public regardless of the 


technology they use. 


WORKING TOWARD A HEALTHY, 
PROFITABLE BUSINESS 

Meeting our financial target in 
1995/96 was a major step toward earning a 
reasonable commercial return. This finan- 
cial improvement is due to the efforts of 
employees to dramatically improve produc- 


tivity and efficiency. 
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SERVICE PERFORMANCE 


Percentage of properly prepared letters 
mailed in and delivered to 
the same major urban centre within 


two business days 


SERVICE PERFORMANCE 


Percentage of properly prepared letters 
mailed in and delivered to 
the same province within 


three business days 


SERVICE PERFORMANCE 


Percentage of properly prepared letters 
mailed between major urban centres 
in different provinces and delivered within 


four business days 


POINTS OF DELIVERY 
(in thousands) 


Total number of locations, residential, 
institutional, government and 
commercial, where Canada Post 


provides daily delivery 


NETWORK 
ACCESS 


Total number of retail points of access 
where Canadians can obtain stamps 


and a range of postal services 
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You're connected! 


IVERSAL STRENGTH 


NIFYING PRESENCE 
Jnatever your name, wherever you are, 
anada Post unites everyone from coast to 
gast to coast and defines how we can connect 
with one another: intelligently, reliably, 
AVille « Boe, and proudly. 
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UNIFORM VALUE 
7. Whether your letter must 
» reach your local paper or 
a dear friend on the far side 
of this country’s 7,630 km, 
you pay one rate: only 45 cents. 


JNIQUE SERVICE 


Nhether you are receiving a birthday card from 
‘our friend in the next municipality, or one of 

he millions of magazines that publishers mail out 
»ach month, both are handled with the same care 
ind speed. 


Whether it’s one-on-one 


with a customer or work- 
ing as a team in one of 
the 22 mail processing 
plants, Canada Post 
employees are dedicated 
to supporting and 
encouraging economic 
activity and providing a 
vital communications link 


between all Canadians. 


1995/96: MEETING THE 
CHALLENGE OF CHANGE 


EMPLOYEES SET COURSE FOR CHANGE 

With customer service as the key to 
a revitalized and financially secure future, 
Canada Post Corporation tapped into the 
creativity and experience of its most impor- 
tant asset — its employees. A number of 
initiatives were launched during the year 
to solicit ideas and encourage more active 


employee involvement in decision-making. 


‘TEAMWORK IS KEY 

One notable initiative was the continu- 
ous improvement process, designed to pro- 
mote teamwork and employee participation 
in addressing and resolving problems. Its 
goal is to improve employee satisfaction, cus- 
tomer satisfaction and operating efficiency. 
The employees involved in this initiative 
were provided with training in communi- 
cation and problem-solving skills called “CPC 
Team Skills.” Armed with these tools, teams 
generated ideas to address many local con- 
cerns. At the Ottawa Mail Processing Plant, 
for example, one team recommended a new 
layout for the dock floor, increasing the 
plant's flexibility during high-volume periods 


and improving processing by 10 per cent. 


Under the Reinventing the Post 
initiative, employee teams from all levels 
were established to look at how to grow 
core services, identify new business oppor- 
tunities and simplify processes and rate 
structures. This not only helped employees 
to better understand the competitive pres- 
sures faced by Canada Post, but resulted in 
over 6,000 suggestions on how to improve 


customer service. The suggestions were 


received from employees through a dedi- 


cated 1-800 line set up in January 1995. 


Recommendations ranged from per- 
sonalizing customer service by providing 
counter personnel with name tags to a 
major restructuring of the way products 


and services are developed and marketed. 


Recognizing the important link 
between employee satisfaction and cus- 
tomer service, Canada Post undertook its 
first annual Employee Satisfaction Survey to 
provide an objective measurement of 
improvement in employee relations. Of 
the 5,000 employees who responded to 
the survey in 1995/96, 79 per cent said they 
felt the Corporation has done well planning 
for improvement and gave high marks to 


the company for its customer orientation. 


However, the survey also showed 
that much work still needs to be done to 
improve employee relations. For example, 
many employees believe that cooperation 
and feelings of respect between managers 
or supervisors and their employees need 
improvement. As well, employees identified 
that more information about training and 
more access to training were needed to 


help them be more effective in their jobs. 


Managers and their employees are 
using this information to develop action 
plans that emphasize communications and 
training and are tied to specific improve- 
ment targets. Teams of employees are also 


reviewing results to pinpoint specific local 


: Giving 


J Welding Area 


TS tereerevonee: 


employees 
the tools 

to meet 
customers’ 
needs today 
and in the 
future 


Winnipeg employees 
(top) repair damaged 
monotainers. Another 
team redesigned 

the Ottawa Mail 
Processing Plant's 
dock floor, increasing 
flexibility during 
peak periods and 
improving processing 


by 10 per cent. 
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jssues and recommend necessary action. 
This cooperative effort has already resulted 

_ in numerous initiatives such as “opportunity 
logs” in many offices where employees can 
register suggestions and questions and get 

a response; hands-on retail training for 
counter clerks; and basic equipment such 


as faxes and electronic scales and meters in 


some rural offices. 


“DEVELOPING A CUSTOMER-FIRST CULTURE 

; Among the tools to help employees 
Baake the transition to a more customer- 
focused culture is the Corporation’s 
Learning Institute. Acting as a focal point 
for all training activities, it provides employ- 
ees with the skills needed to better meet 


customers’ expectations. 


The Institute’s two core programs, 
Service Plus and Leadership I, not only 
demonstrate a commitment to cultural 
change, but represent the largest training 
initiative ever offered by any company in 
Canada. In 1995/96, almost 23,000 people 
received training through Service Plus, and 
another 2,000 participated in the manage- 


ment training program, Leadership I. 


The focus of Service Plus is to give 
employees a better understanding of the 
competitive pressures faced by the 
Corporation and what is needed to meet 
customers’ expectations today and in the 
future. The Leadership I program focuses 
on providing managers with leadership, 
motivation and team-building skills. These 


initiatives will continue in 1996/97. 


Tapping the potential and experi- 
ence of employees to improve its commit- 
ment to customer service drives CPC’s 
Career Network initiative. Through this 
voluntary initiative, employees are pro- 
vided with a range of publications, training 
and education materials to help them 
assess their abilities, improve their skills 


and develop their careers. 


ENCOURAGING EXCELLENCE 

In the spirit of Canada Post’s commit- 
ment to encourage excellence and recog- 
nize the vital contribution of employees 
to their communities, the Corporation con- 
tinued to support such recognition pro- 
grams as: the Golden and Silver Postmark 
Awards; Bravo!; the employee suggestion 
program; the funding of scholarships 
for the children of employees; and the 
Heritage Club for long-service and retired 
employees. Membership in the Heritage 
Club was also extended to long-service, 
regular part-time employees this year in 
recognition of their contribution to the 


success of the Corporation. 


This past year saw a 


continued focus on 
teamwork to improve 


customer service. 


Through partnerships 


with other Canadian 
businesses, Canada 
Post has leveraged its 
network to bring new 
services conveniently 


close to the customer. 


DELIVERING CUSTOMER SERVICE 


PARTNERING WITH CANADIAN COMMUNITIES 
Recognizing that many Canadians 
look to their local post office as a focal point 
of their community, Canada Post is working 
to expand the services these outlets provide. 
For example, a pilot project was completed 
in 1995/96 to renovate and upgrade 11 cor- 
porate outlets in New Brunswick. As well 
as providing a wide range of postal services, 
these outlets now offer parcel wrapping, fax, 
photocopying, mail metering for small busi- 
nesses, and envelopes, wrapping and pack- 


aging supplies. 


Many northern communities depend 
on Canada Post for vital medicine and food 
supplies. To this end, the Corporation is 
working with local businesses, native bands 
and hamlets to provide quality postal ser- 
vices. Through partnership agreements, 
the band, businesses or hamlets can hire 
their own employees. Canada Post provides 
fee for services, a contribution to the facil- 
ity and necessary training. There are now 
155 partner-operated postal outlets in our 
Northern Services Division, the majority of 


which are operated by aboriginal peoples. 


Today, 93 per cent of northern com- 
munities have full postal service, while in 
1989, when the Northern Services Division 


was created, the majority did not. 


Customer surveys continue to be an 
important method used to seek customers’ 
views. Another is to work closely with 
the Corporation’s eight Postal Service 
Customer Councils, which, acting indepen- 


dently of Canada Post, monitor and review 


postal issues and represent the interests of 


all Canadian postal service users. 


During the year, the Customer 
Councils provided the Canada Post Mandate 
Review Committee with an independent, 
wide-ranging, grassroots view of what the 
majority of Canadians think about Canada 


Post’s policies, programs and services. 


IMPROVING SERVICE THROUGH TECHNOLOGY 

Recognizing that technology often 
paves the way to further service enhance- 
ments, Canada Post introduced voice 
encoding as an alternative to keyboard 
encoding in the Edmonton Parcel 
Processing Plant. Wearing a headset, coders 
read the postal code or city name found 
on each item into the computer. Using this 
information, the computer indicates the 
correct sorting tray for the parcel or bag 
of mail by postal code. Because there are 
no keys to punch, errors are dramatically 
reduced, employees have more freedom 
of movement, processing efficiency is 


improved, and training costs are reduced. 


New printers for volume electronic 
mail were installed to provide improved 
quality, increased processing speeds and 
high-quality resolution including colour 
and double-sided printing. Volume elec- 
tronic mail products include electronic 
lettermail and electronic admail, which 
allow businesses to supply Canada Post with 
their messages and client lists electronically. 
The messages are then laser printed, folded 
and inserted into envelopes and delivered 


within local service standards. 
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UNDERSTANDING CUSTOMER NEEDS 

Knowing your customer is key to pro- 
viding superior service. To this end, Canada 
Post developed the Data Warehouse, or 
Sales Enhancement Analysis System, which 
houses information on every transaction, 


from a single Priority Courier bill to monthly 


invoices to commercial mailers. 


This simple-to-use information system 


rovides access to customer profiles includ- 


ing business volumes and account status. 


_ This analysis system also allows the 


Corporation to project a customer’s business 
trends, helping to identify new opportunities 


for marketing postal products and services. 


An important federal government pri- 
ority is to encourage the continued growth 
and vitality of Canada’s publishing industry. 
To this end, the Department of Canadian 
Heritage’s Publication Assistance Program 
was extended for three years. Under this 
agreement with Canada Post, eligible publi- 
cations have access to special reduced rates 
of postage funded by the Department of 


Canadian Heritage. 


THE INFORMATION AGE: 
BUILDING BRIDGES 


HELPING CANADIANS COMMUNICATE 

The goal of Canada’s postal system 
has always been to help Canadians commu- 
nicate. As we approach the millennium, a 
new generation of communication vehicles 


is emerging. 


During 1995/96, Canada Post 
launched Hybrid Data Interchange (HDI)” 
services, which enable businesses and 
governments to do business with all 
their trading partners electronically. For 
instance, while many companies want 
to use electronic data interchange (EDI), 
their customers and suppliers lack this 
capability, forcing companies to send and 


receive information in a variety of formats. 


With HDI°, companies send their 
orders to Canada Post electronically. 
Canada Post forwards these via fax or mail, 
receives the responses, converts them to 
EDI format and transmits back to the origi- 
nator. This assists small businesses that 
cannot afford to convert to electronic 
format and supports larger organizations 


as they adopt new technologies. 


Agriculture and AgriFood Canada, 
for instance, are using HDI” services to 
enable them to work with electronic infor- 
mation only, while their clients work with 


paper forms. 


DocuPOST: A COST-EFFECTIVE ALTERNATIVE 
Businesses and governments provide 

documents and reports to their customers 

upon request. Maintaining inventories 


is costly. 


Canada Post provides 


the bridge between 
regular highway and 


Information Highway 


“Mail Makes it Work — 


Blueprint for Business 
Growth” was the theme 
of the three-day Postal 
Conference °95. More 
than 500 delegates 
from 26 countries and 
1,540 trade show visitors 
were challenged by 
speakers from financial, 
postal and communi- 


cations industries to 


rethink their way of doing 


business in the age of the 


Information Highway. 


A new service, DocuPost, offers an 
alternative by storing documents electroni- 
cally. People can order documents any time 
using 1-800 telephone numbers. Requests 
are retrieved from a database, and docu- 
ments are distributed to callers as mail, fax, 
or E-mail through the Internet. This saves 
money by eliminating reprints of documents 


that need updating and storage space. 


In three months the Department of 
Citizenship and Immigration delivered, 
through Canada Post, 134,000 information 


kits and 1.3 million pages of documents. 


These services have an important 
feature in this electronic age: security. 
By ensuring the security of the message 
regardless of the form of communication, 
Canada Post has an advantage on which it 


will continue to capitalize. 


MEETING THE NEEDS OF THE FUTURE TODAY 
Not all customers will have the capa- 
bility to send or receive messages electroni- 
cally. Governments and businesses must 
therefore provide service in hard copy 
and electronic format. Canada Post makes 
it easier to target customers with its proto- 
type directory of physical and electronic 
addresses and demographic information. 
This will help customers target their mar- 
keting dollar, improve the speed of messag- 
ing, and reach their audience regardless of 


their technological capabilities. 


MAKING HISTORY 

Canada Post uses the latest tech- 
nology to promote its products and ser- 
vices. In February 1996 it made history 
when it held the world’s first electronic 
stamp introduction on the Internet, 


launching its High Technology stamps. 


Canada Post’s home page, with over 
700 pages of bilingual information, is 
internationally ranked among the top 
five per cent on the World Wide Web. 
Customers find postal information, rates, 
product offerings, and information on 


stamp collecting and direct marketing. 


SELLING TECHNOLOGY TO THE WORLD 

Canada Post Systems Management 
Limited sells postal systems and manage- 
ment expertise around the world. 
Launched five years ago, it has managed 
more than 70 projects in 28 countries, 
including a track and trace system in 
Argentina and South Africa, mechanization 
projects in Chile and Taiwan, international 
mail systems in Ireland, corporate strategic 
development in Slovakia, and retail fran- 


chising in Brazil. 


Providing 
Canadians 
with univer- 
sal access 

to electronic 
messaging 


“Canada Post is 
uniquely qualified 

to ensure the privacy 
and security of 
messages sent 
electronically.” 


Georges C. Clermont 


Contributing 


to our 


communities 


During the fiscal 


year, 74 different 


SY 


In October, for 
Stamp Month, 
Canada Post intro- 
duced a popular 
set of stamps that 


~+ 


comic book heroes. 


stamps were issued. 


PEOPLE HELPING PEOPLE 


MAKING A DIFFERENCE 

As a truly national employer, Canada 
Post has strong roots in every Canadian com- 
munity. Supporting these communities by 
sponsoring and participating in many local 
and national events to promote Canadian 
arts, culture, sports and other expressions 
of national interest continued to be an 


important commitment during 1995/96. 


Canada Post works with national, 
provincial and local organizations in support 
of literacy because it believes that limited lit- 
eracy skills prevent Canadians from reaching 
their true potential and also pose a threat to 


Canada’s continued prosperity. 


Support included major corporate 
programs, such as the annual Governor 
General’s Flight for Freedom Awards, 
which recognize excellence in literacy 
activities among corporations, organiza- 
tions and individuals across Canada. The 
Corporation is working with educators 
to ensure young people have the literacy 
skills needed to take an active role in the 
global communications marketplace of 
tomorrow. Sponsorship activities included 
poster distribution to 12,500 elementary 
schools to promote “Get Writing: A 
National Contest for the Next Generation 
of Writers,” and mailing a book by Ben 
Wicks called Born to Read to 1.6 million 


Canadian children. 


Canada Post Summer Reading 
Festivals were also presented in 15 cities 
across Canada. The free shows attracted 
over 20,000 children aged four to 12 years 


in 1995/96. 
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From honouring 
employees like 
Elizabeth Fuoco of 
Vancouver, B.C., for 
her extraordinary sales 
achievements to recog- 
nizing contributions to 
literacy, Canada Post 
applauds employee 
excellence and com- 


munity involvement. 


Sélectionez une destination 


as./. Ctatseallnis 


HELPING TO BUILD STRONG COMMUNITIES 

Last Christmas, 13,400 employees 
helped Santa respond to over one million 
letters from children in Canada and around 
the world in the popular Santa Letter- 
Writing program. Employees also dedicated 
2,939 hours to Revenue Canada’s volunteer 
income tax program. This program, now in 
: ‘its 21st year, helps people who cannot com- 
3 plete their own returns because of age, 


__ infirmity, language or other difficulties. 


The Heritage Club marked a mile- 
stone in its seven-year history with members 
volunteering over a million dollars worth 
of community service in 1995/96. This 
represented a contribution of over 


73,000 hours to many causes, including 


more than 30,000 hours to literacy initiatives. as 


To ensure that all Canadians have 
access to corporate facilities, Canada Post 
established focus groups to comment on 
accessibility. Based on their recommenda- 
tions, and in consultation with the Canadian 
Human Rights Commission, Canada Post 
is improving accessibility through awareness 
training for counter personnel and by 


retrofitting postal outlets. 


Accessibility is an important part 
of service. Canada Post’s employees are 
“In Business to Serve” all customers any- 


where in Canada. 


In BUSINESS TO SERVE 


Every day thousands of businesses and 


individual Canadians write and call Canada Post 


Corporation looking for information from postal code lookup to assistance in developing a 
target marketing promotional campaign. Regardless of your needs or where you live or work, 
there is a Canada Post employee waiting to assist you. Canada Post Corporation: 


“In Business to Serve.” 


@ Sates OFFICES 


Halifax, N.S. 
Quebec, Que. 
Montreal, Que. 
Ottawa, Ont. 
Toronto, Ont. 
London, Ont. 
Winnipeg, Man. 
Saskatoon, Sask. 
Edmonton, Alta. 
Calgary, Alta. 
Vancouver, B.C. 


© NORTHERN SERVICES 


Area offices: 
Ottawa: 
1-800-668-3841 
Thunder Bay: 
1-807-622-6157 
Winnipeg: 
1-204-987-5547 
Yellowknife: 
1-403-873-3859 
Whitehorse: 
1-403-668-3379 


@ Business CENTRES 


Calgary: 1-403-974-2500 
London: 1-519-685-4900 


@ NATIONAL PHILATELIC 
CENTRE 


1-800-565-4362 


@ GENERAL INQUIRIES 


In Toronto, for service in 
English call: 416-979-8822 


English: 1-800-267-1177 
French: 1-800-267-1155 
Hearing impaired 
Teletyping: 1-800-267-2797 


For advance purchase 
orders, general product 
or delivery status infor- 
mation, please call one of 
the following telephone 
numbers: 


Priority Courier: 
1-800-661-3434 

Trace Mail: 

for service in English: 
1-800-267-6070 

for service in French: 
1-800-267-6060 
XPRESSPOST: 
1-800-565-5880 


INTERNET 


World Wide Web site: 
http://www.mailposte.ca 
E-mail: 
service@mailposte.ca 
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OUR FINANCIAL PERFORMANCE 


Canada Post Corporation 
recorded consolidated net income 
of $28 million compared to the 
plan of $26 million for the year 
ending March 30, 1996. This rep- 
resents a turnaround of $97 mil- 
lion over the prior year’s loss of 
$69 million. Postal rates increased 
over the previous year. There 
were also cost increases due to 
increased volumes, the increasing 
size of the delivery network and 
the impact of previously negoti- 


ated collective agreements. 


Income from operations was 
$70 million compared with a plan 
of $71 million, a $101 million 
improvement over 1994/95. 
Revenues were $206 million high- 
er than 1994/95 while the cost 
of operations was higher by only 
$105 million. There were tight 
controls particularly on overhead 
costs as well as the realization 
of positive results related to the 
1993/94 restructuring provision 
and cost reduction efforts such as 
the recently initiated contracts for 


property management services. 


Cash and short-term invest- 
ments improved by $54 million at 
year-end due to the improvement 
in net income, improved working 
capital management and tight con- 


trols on capital investments which 
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emphasized investments offering 


the highest financial payback. 


REVENUE FROM OPERATIONS 
Revenue from consolidated 

operations increased to $4,949 mil- 

lion over the prior year result of 


$4,743 million. 


Communications services 
revenue increased by $69 million 
(3.1 per cent) over 1994/95, with 
an increase in volume of 123 mil- 
lion pieces (2.7 per cent) primar- 
ily in the non-incentive category. 
Compared to 1994/95, on a per 
diem basis, revenues and volumes 
increased by 1.1 per cent and 
0.7 per cent, respectively. The 
growth in annual revenue was 
due to volume increases and 
postal rate increases for both the 
basic lettermail rate and commer- 


cial products within this category. 


Revenue from addressed 
and unaddressed admail 
increased $33 million (5.4 per 
cent) over the prior year, while 
volumes increased by 46 million 
pieces (0.7 per cent). Revenue 
and volume increases were 
primarily in addressed admail. 
Compared to 1994/95, ona per 
diem basis, revenues increased by 
3.4 per cent and volumes 


decreased by 1.2 per cent. 


Publications mail revenue 
increased $1 million (0.6 per 
cent) while volumes decreased 
7 million (1.6 per cent). 
Compared to 1994/95, ona 
per diem basis, revenues and vol- 
umes decreased by 1.4 per cent 
and 3.6 per cent respectively. The 
reduction in volumes reflects the 
continuing overall decline in the 


industry in Canada. 


Increased revenues of 
$103 million (7.5 per cent) for 
goods distribution services and 
volumes of 28 million pieces 
(10.3 per cent) over the previous 
year are largely due to an 
increase in parcel volumes and © 
also an increase in the average 
revenue per piece for parcel 
products. Compared to 1994/95, 
on a per diem basis, revenues and 
volumes for goods distribution 
services increased by 5.3 per cent 


and 8.1 per cent, respectively. 


Other revenue remained 
constant at $373 million over 
the previous year. Compared 
to 1994/95, on a per diem basis, 
revenues decreased by 2.0 per 
cent. Decreased revenues from 
foreign postal administrations 
were offset by increases in reve- 


nue from commercial services. 


OUR FINANCIAL PERFORMANCE 


COST OF OPERATIONS 

Cost of consolidated opera- 
tions was $4,879 million, com- 
pared with $4,774 million in the 


prior year. 


Operating costs were 
less than plan by $78 million. 
Restructuring of property man- 
agement services, decreases in 
indirect overhead costs and inter- 
national transportation expenses 
contributed to the favourable 


variance to plan. 


Labour costs increased over 
the prior year due to increases 
in the number of employees, an 
increase in the number of paid 
days in the fiscal year and contrac- 
tual increases. The number of 
employees increased by 902 to 
63,478 due to the impact of 
increased points of delivery and 
implementing a half-hour paid 
lunch for delivery personnel. The 
Corporation’s efforts to dramati- 
cally reduce administrative and 
management positions resulted 
in a total of 794 employees parti- 
cipating in early retirement and 


termination incentives. 


The contract with the 
Public Service Alliance of Canada 


expires in fiscal 1996/97, whereas 


the contracts with the Canadian 
Union of Postal Workers and 

the Association of Postal Officials 
of Canada expire in fiscal year 
1997/98. The contract with 

the Canadian Postmasters and 


Assistants Association expires in 


fiscal 1993/99. 


Collection and delivery 
costs continue to be the single 
largest component of CPC’s 
operating costs and represent 
mostly fixed costs of the daily 
coverage of the network of points 


of access and delivery. 


OTHER INCOME AND EXPENSE 
Interest expense was 
favourable to plan by $1 million 
due to the effective management 
of cash flow throughout the year 
to minimize short-term borrow- 


ing needs. 


Compared to last year, a less 
favourable opening cash position 
and financing charges resulted 
in higher interest expense of 


$4 million. 


PROVISION FOR INCOME TAXES 
Taxes payable for the year 

were on plan and essentially 

unchanged from last year at 


$4 million. 


CAPITAL INVESTMENT 

Capital asset acquisitions of 
$82 million were down $50 mil- 
lion from prior year and were 
significantly below planned levels. 
Reduced spending reflects man- 
agement initiatives to focus 
efforts more intently on those 
core investments offering the 
highest financial payback and 


increased use of operating leases. 


Capital investment in the 
processing and distribution net- 
work included initiatives to install 
new lettermail equipment, to ratio- 
nalize the current plant network, 
to increase volumes of mail han- 
dled in containers rather than in 
bags and to provide community 
mail boxes, kiosks and postal boxes 
in support of ongoing growth in 


network points of delivery. 


Capital investment in real 
property was limited to necessary 
improvements required to consoli- 
date delivery facilities, to improve 
accessibility and to maintain exist- 


ing buildings and related assets. 
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Years ended March 30 March 25 


(in thousands of dollars) 1996 1995 
| eNO RONAN TLL LAT A a a 


Revenue from operations $4,949,388 $4,743,377 
Cost of operations 4,878,972 4,774,666 
Income (loss) from operations 70,416 (31,289) 


Other income (expense ) 


Investment and other income 4,091 4,595 
Amortization of goodwill (7,267) (6,874) 
Interest (note 7) (35,082) (30,887) 
(38,258) (33,166) 
Income (loss) before income taxes 32,158 (64,455) 
Provision for income taxes (note 9) 3,977 4,400 
Net mcome (loss) 28,181 ~ (68,855) 
Deficit, beginning of year (357,138) (288,283) 
Deficit, end of year $ (328,957) $ (357,138) 


The accompanying notes are an integral part of these financial statements. 
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CONSOLIDATED STATEMENT OF CASH FLOWS 


Years ended 
(in thousands of dollars) 


March 30 


1996 


March 25 


1995 


Cash provided by (used in) 


Operating activities 


Net income (loss) $ 28,181 $ (68,855) 
Items not requiring cash: 
Amortization of capital assets 167,273 158,064 
Amortization of other assets 15,701 23,845 
(Gain) loss on disposal of capital assets (174) 268 
Accrued termination and post-retirement benefits 66,641 56,536 
277,622 169,858 
Termination and post-retirement benefit payments (24,265) (25,758) 
Change in non-cash working capital: 
Decrease (increase) in accounts receivable 29,988 (1,868) 
Decrease in accounts payable and accrued liabilities (47,138) (130) 
Decrease in salaries and benefits (44,743) (2,132) 
Decrease in other non-cash working capital (1,082) (13,950) 
190,382 126,020 
Financing activities 
Decrease in long-term debt (23,110) aa 
Investing activities 
Acquisition of capital assets (81,719) (131,645) 
Proceeds on disposal of capital assets 5,550 22,397 
Decrease (increase) in long-term investments 204 (14,134) 
Increase in segregated cash and investments (37,465) (28,525) 
(113,430) (151,907) 
a eee eee ee 
Increase (decrease) in cash and short-term investments 53,842 (25,887) 
Cash and short-term investments at beginning of year 4,930 30,817 
OS ec Oe aS a aa Ae ee 
Cash and short-term investments at end of year $ 58,772 $ 4,930 


ne 
The accompanying notes are an integral part of these financial statements. 
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CONSOLIDATED BALANCE SHEET 


March 30 
(in thousands of dollars) 1996 


ASSETS 


Current assets 


Cash and short-term investments G DSi 72 $ 4,930 
Accounts receivable 250,707 280,695 
Prepaid expenses 65,982 69,677 
375,461 355,302 
Segregated cash and investments (note 4) 253,284 215,819 
Capital assets (note 5) 1,702,170 1,793,100 
Other assets (note 6) 184,464 200,369 
$2,515,379 $2,564,590 
LIABILITIES AND EQUITY OF CANADA 
Current liabilities 
Accounts payable and accrued liabilities $ 323,611 $ 370,749 
Salaries and benefits 261,396 306,139 
Deferred revenues 169,693 172,552 
Outstanding money orders 37,744 39,662 
792,444 889,102 
Long-term debt (note 7) 255,884 278,994 
Termination and post-retirement benefits 440,836 398,460 
Equity of Canada (note 8) . 1,026,215 998,034 
$2,515,379 $2,564,590 


The accompanying notes are ani ntegral part of these financial statements. 


Approved on behalf of the Board: 


Le yeatt101—_ 


Chairman of the Board of Directors Chairman of the Audit Committee 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(March 30, 1996) 


1. INCORPORATION 

The Corporation was established by the Canada Post Corporation Act to operate a postal 
service on a self-sustaining financial basis while providing a standard of service that will 
meet the needs of the people of Canada. The Corporation is a Crown corporation included 
in Part II of Schedule IU to the Financial Administration Act and is an agent of Her Majesty. 


2. SIGNIFICANT ACCOUNTING POLICIES 

These consolidated financial statements have been prepared in accordance with generally 
accepted accounting principles. A summary of the significant accounting policies of the 
Corporation follows: 


(a) Consolidation 

The consolidated financial statements of the Corporation include the accounts of Canada 
Post Corporation and its wholly owned subsidiaries, Canada Post Systems Management 
Limited, CINA Holdings B.V. and Canada Post Holdings Limited (which has a controlling 
interest in PCL Courier Holdings Inc.). 


Goodwill arising on the acquisition of subsidiaries is amortized on a straight-line basis 
over 20 years. 


(b) Fiscal year-end 
The Corporation’s fiscal year ends on the last Saturday in March in order to better align 


reporting to its operations. The fiscal year ended March 30, 1996 included 53 weeks. The 
fiscal year ended March 25, 1995 included 52 weeks. 


(c) Capital assets and amortization 
Land, buildings and equipment transferred from the Government of Canada on 
incorporation were recorded at their fair value at that date, determined as follows: 


Land e market value based on existing use 
Buildings e amortized replacement cost 
eee ee 
Plant equipment, vehicles, sales e amortized replacement cost or original 
counter and office furniture and cost less estimated: amortization 


equipment, and other equipment 
quip quip 


SS 


The market value of land and the amortized replacement cost of buildings transferred 
by the Government of Canada were determined by independent appraisals. 


Acquisitions subsequent to incorporation are recorded at cost. 


The Corporation has an agreement with both the National Archives of Canada and the 
Canadian Museum of Civilization to operate, administer and maintain a Canadian Postal 
Archives and a National Postal Museum, respectively, containing philatelic material, postal 
artifacts, a postal library and exhibits that trace the history of the mail and other memora- 
bilia. These collections, exhibits and books of undetermined value are not for resale and 
are recorded at a nominal cost. 
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Amortization is provided on a straight-line basis over the estimated useful lives of the 


following assets: 


Buildings 30 and 40 years 
ee ee 
Leasehold improvements Initial fixed lease 


term plus period of 
first renewal option 


i see 


Plant equipment 3 to 30 years 
Vehicles (other than passenger and light-duty commercial) 6 to 10 years 
Sales counter and office furniture and equipment 3 to 20 years 
Other equipment 5 to 15 years 


Amortization is provided on a diminishing balance basis at an annual rate of 30 per cent for 
all passenger and light-duty commercial vehicles. 


(d) Revenue recognition 
Amounts received for which services have not been rendered prior to the end of the year 
are deferred. 


(e) Termination and post-retirement benefits 

Employees are entitled to specified termination benefits, calculated at salary levels at the 
time of termination, as provided under collective agreements or conditions of employment. 
The present value of the projected costs of termination benefits, as determined by actuarial 
valuation, is recorded in the accounts as a long-term liability. Such benefits accruing to 
employees, as well as gains and losses arising from actuarial valuation, are included 

in current operations. 


In addition, the Corporation provides certain health care benefits to eligible retirees. Current 
service costs have been determined by actuarial valuation and included in current opera- 
tions. Past service costs have also been determined by actuarial valuation and are being 
amortized over the expected average remaining service life of the employee population. 


(£) Pension plan 

Employees of the Corporation are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. Under present legislation, contributions made 
by the Corporation to the Plan are limited to an amount equal to the employees’ contribu- 
tions on account of current service. These contributions, which amounted to $100,610,000 
(1995 — $90,047,000), are included in current operations. The Corporation is not required 
under present legislation to make contributions with respect to actuarial deficiencies or index- 
ation payments under the Public Service Superannuation Act. 


(g) Income taxes 


The Corporation follows the deferral method of income tax allocation. 


28 Canada Post Corporation 


3. RESTRUCTURING COSTS 

In 1993/94, the Corporation established a non-recurring restructuring charge relating to a 
multi-year program of network changes to rationalize and consolidate facilities and organi- 
zation. The remaining provision as at March 30, 1996 is $23,000,000 (1995 — $80,000,000). 


4, SEGREGATED CASH AND INVESTMENTS | 
The Corporation has segregated certain cash and investments, recorded at cost, for the 
purpose only of managing cash flows relating to the employee termination benefits liability. 


5, CAPITAL ASSETS 


(in thousands of dollars) 1996 1995 


Cost Accumulated Net Net 
amortization 
Land $ 288,545 $ — $ 288,545 $ 290,294 
Buildings 1,179,193 588,179 591,014 618,551 
Leasehold improvements 120,519 47,352 73,167 71,650 
Plant equipment — 712,039 402,499 369,540 403,469 
Vehicles 91,744 88,661 3,083 8,253 
_ Sales counter and 
office furniture 
and equipment 292,319 184,026 108,352 129;403 
Other equipment 435,965 167,497 268,468 271,479 
Collection of 
postal memorabilia — iL aa i 1 


$ 3,180,384 $1,478,214 $1,702,170 $1,793,100 
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6. OTHER ASSETS 


(in thousands of dollars) 1996 1995 
A A LTE NE ES 
Goodwill, net of accumulated amortization $123,529 $130,796 
Investment in G.D. Net B.V., at cost 32,638 32,638 
Other 28,297 36,935 


$184,464 $200,369 


SS sss... = 
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7, LONG-TERM DEBT 


(in thousands of dollars) 1996 1995 


10 year loan from the Government of Canada $ 80,000 $ 80,000 
due April 1998, interest at 9.705%. 


Non-redeemable bonds maturing March 2016, 55,000 55,000 
interest at 10.35%. 


US$105,000 10 year Senior Notes issued by Purolator 142,800 142,800 
Courier Limited due March 2004. 


Under a refinancing agreement reached with the lenders 
May 3, 1996, the following terms and conditions apply: 


US$55,000 of the Senior Notes carry interest at 9.33% 

until February 28, 1997 and at 9.83% thereafter, with 
principal payments due over the term. US$50,000 of 

the Senior Notes carry interest at 10.08%, with principal 
payments due in equal instalments over the last five years 

of the term. The Notes are secured by substantially all 

of the assets of Purolator Courier Limited without 

recourse to Canada Post Corporation. Under the indenture, 
Purolator Courier Limited is subject to certain financial and 
other covenants throughout the term of the debt. 


Concurrently, Purolator Courier Limited entered into 
currency swaps covering all principal and interest payments 
and, as a result, the principal balance has been effectively 
converted to CAN$142,800 at 11.6%. 


Subordinate notes issued by PCL Courier Holdings Inc. 1,194 1,194 
due October 1998, interest at 12.5%. 

278,994 278,994 
Less amount due within one year 23,110 = 


$255,884 $278,994 


Interest expense on long-term debt was $28,568,000 (1995 — $28,029,000). 


The annual amounts of principal payments to meet long-term debt obligations are as follows: 


ee $ 23,110 
C 4,080 
1999 85,274 
2000 16321 
2001 ; 
273202 
2002 and thereafter 123,007 
$278,994 


ee SSS 
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8. EQUITY OF CANADA 


(in thousands of dollars) 1996 1995 


Contributed capital $15355,172  $15355,172 
Deficit (328,957) (357,138) 
Equity of Canada $1,026,215 $ 998,034 


The Canada Post Corporation Act provides for the establishment of a share capital struc- 
ture. The Corporation is authorized to issue shares to the Government of Canada based on 
the net asset value of the Corporation on the date of the first issue of shares, as determined 
by the Board of Directors, with the approval of the Treasury Board. 


9. INCOME TAXES 
On March 27, 1994, Canada Post Corporation became a prescribed Crown corporation for 
tax purposes and as such is subject to federal income taxation under the Income Tax Act. 


The tax basis of Canada Post Corporation’s assets was established at an amount that 
exceeded the recorded carrying value. The future benefit related to this excess has not 
been recorded in the consolidated financial statements but will be realized as additional 
tax deductions over a period of years. 


The income tax provision includes the Large Corporations Tax. 


Consolidated tax loss carry-forwards in the amount of $440,000,000 are available to reduce 
future income taxes and will expire by the year 2003. The benefit of these tax loss carry- 
forwards and net unclaimed tax deductions have not been recognized in the Corporation's 
consolidated financial statements. 


10. CONTINGENCIES 

(a) Two complaints have been filed with the Canadian Human Rights Commission alleging 
discrimination by the Corporation concerning work of equal value. The Corporation is 
presenting its evidence before the Tribunal with respect to one complaint and the 
Commission has not begun its investigation of the second. The outcome of these complaints 
is not currently determinable. Settlement, if any, arising from resolution of these matters, 
will be recovered in future postal rates (as determined in accordance with the Canada Post 
Corporation Act) and/or from the Government of Canada. 


(b) The Corporation is involved in various claims and litigation in the normal course of 
business for which provisions have been made to the extent determinable. 


(c) Employees are permitted to accumulate unused sick leave. However, such leave entitle- 
ments do not vest and can be used only in the event of illness. The amount of accumulated 
sick leave entitlements which will become payable in future years cannot reasonably be 
determined. Payments of sick leave benefits are included in current operations. 
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11. COMMITMENTS . 
The Corporation’s future minimum payments with respect to computing and communica- 
tions utility services as well as facilities and other operating leases with terms in excess of 


one year, are as follows: 


(in thousands of dollars) 


1997 $ 202,355 
1998 181,496 
1999 171,830 
2000 152,688 
2001 123,716 
2002 and thereafter 299,880 

$1,131,965 
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12. RELATEDPARTY TRANSACTIONS 
The Corporation had the following transactions with related parties in addition to those 
disclosed elsewhere in these consolidated financial statements. 


(a) Payments on behalf of postal users 

Where Government policy requires the Corporation to provide services at rates less than 
costs to the publications industry, and for Government free mail, literature for the blind 
and Northern air stage services, the Government of Canada compensates the Corporation 
for foregone postage revenue from those sources. Revenues amounting to $96,946,000 
(1995 — $96,818,000) are included in revenue from operations. 


(b) Real property 

The Corporation has incurred net operating costs of $51,337,000 (1995 — $115,110,000) in 
respect of real property agreements with Public Works and Government Services Canada. 
(c) Subsidiaries 


Transactions with subsidiaries are made at prices and terms comparable to those given to 
other customers and suppliers. 


(cd) Other 


The Corporation has other transactions with the Government of Canada, its agencies 
and other Crown corporations in the normal course of business. 


As a result of all of the above transactions, the amounts due from and to these parties are 
$23,329,000 (1995 — $18,194,000) and $42,541,000 (1995 — $93,288,000) respectively. 


13. COMPARATIVE FIGURES 


Comparative figures have been reclassified to conform with the current year’s presentation. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING 


Management and the Board of Directors are responsible for the consolidated financial 
statements and all other information presented in this Annual Report in accordance with 
the Financial Administration Act and regulations. The consolidated financial statements 
have been prepared by management in accordance with generally accepted accounting prin- 
ciples and, where appropriate, include amounts based on management's best estimates and 
judgements. Financial information presented elsewhere in this Annual Report is 


consistent with that in the financial statements. 


In support of its responsibilities, management maintains financial and management con- 
trol and information systems and management practices which are of high quality, consis- 
tent with reasonable cost. These systems and practices are designed to provide reasonable 
assurance that relevant and reliable financial information is produced and the assets are 
safeguarded and controlled in accordance with the Financial Administration Act and 
regulations, as well as the Canada Post Corporation Act and by-laws of the Corporation. 
Internal audits are conducted to assess management systems and practices, and reports are 


issued to the Management Executive Committee and the Audit Committee of the Board. 


The Board of Directors ensures that management fulfills its responsibilities for financial 
reporting and internal control principally through the Audit Committee, which is composed 
of five directors, none of whom is an employee of the Corporation. The Audit Committee 
meets regularly to oversee the internal audit activities of the Corporation, and at least 
annually to review the consolidated financial statements and the external auditors’ report 


thereon and recommend them to the Board of Directors for approval. 


Each year, the Governor in Council appoints the Corporation’s external auditors. 
Deloitte & Touche were appointed for the current fiscal year. They audit the consolidated 


financial statements and report to the Audit Committee as well as the Minister responsible 


Dares: 


President and Chief Executive Officer Senior Vice-President and 
Chief Financial Officer 


for Canada Post Corporation. 


May 3, 1996 
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AUDITORS’ REPORT 


To the Minister responsible for Canada Post Corporation: 


We have audited the consolidated balance sheet of Canada Post Corporation as at 
March 30, 1996, and the consolidated statements of income and retained earnings and 
cash flows for the year then ended (pages 24 to 32). These financial statements are the 
responsibility of the Corporation’s management. Our responsibility is to express an 


opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements. 

An audit also includes assessing the accounting principles used and significant estimates 


made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material 
respects, the financial position of the Corporation as at March 30, 1996, and the results of its 
operations and the changes in its financial position for the year then ended in accordance 
with generally accepted accounting principles. As required by the Financial Administration 
Act, we report that, in our opinion, these principles have been applied on a basis consistent 


with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation and of its wholly owned 
subsidiaries that have come to our notice during our audit of the consolidated financial 
statements have, in all significant respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Canada Post Corporation Act and the by-laws of 


the Corporation and its wholly owned subsidiaries. 


The consolidated financial statements for the year ended March 25, 1995, were reported 


on by another firm of chartered accountants. 


Ottawa, Canada Chartered Accountants 
May 3, 1996 
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FIVE-YEAR REVIEW 


(in millions of dollars) 1995/96 1994/95 1993/94* 1992/93 1991/92 
a a PE I ON NSS TEI A HS TT NT I EPL V IS LOE RE LEAT LP 
OPERATIONS 

Revenue from operations 4,949 4,743 4,115 3,909 3,804 
Cost of operations 4,879 4,774 4,087 3,827 3,905 
Income (loss) from operations 70 (31) 28 82 (101) 
Per cent of revenue from operations 1.4% (0.7) % 0.7% 2G (2.7) % 
Other income (expense) (38) (34) (298) (56) (27) 
Income (loss) before income taxes 32 (65) | (270) 26 (128) 
Provision for income taxes _ 4 4 = ae ia 
Net income (loss) 28 (69) (270) 26 (128) 
Return on equity 2.8% — 1.9% — 


Assets 

Current 375 355 373 291 299 
Capital 1,702 1,793 1,842 1,884 1,877 
Other 438 417 398 319 286 


2.010 yo) 60) 2,013 2404 2,462 


Liabilities and equity of Canada 


Current 792 889 899 686 682 
Long-term debt 256 209 279 (e335) 135 
Termination and post-retirement benefits 441 399 368 336 3395 
Equity of Canada 1,026 998 1,067 L337 1,312 


2,515 EO) 2,613 Dae: 2,462 


CaPITAL ASSET ACQUISITIONS 


Land and buildings 26 o2 120 38 4 

Operating equipment 44 72 Vials 104 61 

Office and other equipment 12 28 39 38 Pa 
82 132 212 180 955 


* 1993/94 figures include the results of Purolator Courier Limited from the effective date on which the Corporation acquired a controlling interest. 
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FIVE-YEAR REVIEW 


1995/96 1994/95 1993/94 1992/93 1991/92 


OPERATING DIMENSIONS 


Revenue from operations by market segment (in millions of dollars) 


Communications market 2,286 LONG 2 15) 2,130 2077 
Advertising market 
Addressed 392 363 343 341 312 
Unaddressed 250 246 Do PAT 204 
Publications 163 162 190 225 202 
805 ak 760 TIt 768 
Physical distribution market 1,485 1382 871* 694 673 
Other revenue 373 373 333 308 286 
Revenue from operations 4,949 4,743 A LT5* 3,909 3,804 
Per cent increase 4.3% 15.3% 5.3% 2.8% 1.7% 


Volume by market segment (in millions of pieces) 


Communications market 4,733 4,610 4,515 4,486 4,498 
Advertising market 

Addressed 1,464 1,431 S21 1,286 1210 

Unaddressed 4,844 4,831 4,413 3,967 3,556 

Publications 422 429 451 49] 519 

6,730 6,691 6,185 5,744 D289 

Physical distribution market 300 272 PNOe 180 75 
Total volume 11,763 1573 10,910* 10,410 9,958 
Per cent increase 1.6% 6.1% 4.8% 4.5% 3.1% 
Employment 
Millions of hours paid | 125.6 124.7 L825 ss 126 
Per cent increase (decrease) 0.7% 5.5% (O12) a 2G) 75 (4.9) % 
Full-time employees 50,881 50,240 AO lo ae Oos 46,666 
Part-time employees 12,597 12336 12,965* 10,731 10,574 
Total employees 63,478 62,576 62,878* 55,414 57,240 


MAIL NETWORK 


Retail points of access 18,547 18,567 18,738 18,645 18,228 
Per cent increase (decrease) (0.1)% (0.9) % 0.5% 2.3% 5.8% 
Points of delivery (thousands) 12,468 12,344 T2362 WES30 11,693 
Per cent increase 1.0% 1.5% 1.9% 2.0% 2170 
Pick-up points (thousands) 900 884 870 856 838 
Per cent increase 1.8% 1.6% 1.6% 21% 7.0% 


rs 993/59 ISUYES INC Q 0 ¥PS “ 7 eas sere va A P 
1993/94 figures include the results of Purolator Courier Limited from the effective date on which the Corporation acquired a controlling interest. 
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